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Three-Quarters Peace 


HE right economic policy for Britain in 1951 turns on how 

quickly public opinion can be brought to see that a cold war 
is not simply a total war writ small, but requires policies of a sharply 
different kind. The last war is close in memory ; the war economy 
of 1939-45 was successful—at least in the sense that its mistakes did 
not make military victory impossible. In these circumstances no one 
can avoid thinking of present issues in terms of, very largely, the 
extent to which it is necessary to go back. Such an approach is 
implicit in almost all current discussion. Mentally, the whole horrible 
apparatus of the war economy is reassembled and the politicians and 
economists look for the bits and pieces that ought to be picked out 
and used again. Superficially, this is reasonable as well as natural. 
The economic nature of rearmament is, after all, essentially the same 
as that of a fighting war. In both cases the economic problem is to 
shift resources of men and machines and materials away from work 
for civilian buyers to the production of war supplies. 


There are, however, also two fundamental differences between the 
economics of war and the present economics of defence. They are 
differences in size and in timing. For war the required effort is sharp 
and relatively short. For defence in the cold war it is smaller but 
more prolonged. So much emphasis has rightly to be put on the need 
to make willing sacrifices for defence that it is easy to forget how 
big is the difference in size between what is being attempted now and 
what was done ten years ago. In quiet times, in the twenties and early 
thirties, the British people devoted to defence about 3 per cent of 
the national income. Rearmament and war raised that proportion to 
a peak, in 1943-44, of 51 per cent of net national income. What is 
now proposed in the Government’s defence programme is to bring 
it back to about 15 per cent by 1953. If 3 per cent is taken as a stan- 
dard for normal, if imperfect, peace, then the shift of resources from 
civilian to military purposes was equivalent to 48 per cent of the 
national income in the fight against Hitler and will be 12 per cent this 
time. What we are now engaged in is one quarter of the effort of 
total war. Cold war is, in economics, three-quarters peace. 


This is a difference of degree, but it is large. The other difference 
is, indisputably, one of kind: defence demands less effort than war, 
and the distribution of that effort over time is reversed. In war, the 
economic problem is to go on piling up more and more resources 
for military use until the moment when either victory or defeat is 
certain. There can never be any question of subordinating immediate 
needs to considerations of long-run prosperity and economic effi- 
ciency: the issue is whether there will be any long run, and in so far 
as the current war effort can be strengthened by mortgaging the 
future—by running into debt abroad and by forgoing capital invest- 
ment and even renewals at home—then mortgages there have to be. 
The present needs of defence are quite different. The policy of 
trying to maintain peace by strength is nothing but an invitation 
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to disaster unless the initial climb to a position of strength 
is as fast as possible. But once that position has been 
reached—say, in three years’ time—an appreciably 
smaller effort will be needed to maintain it. On the other 
hand, it is realistic to assume that this effort—absorbing, 
perhaps, 10 or 12 per cent of the national income—will 
remain the necessary price of security for a generation 
or more. War demands a heave of mounting force but 
short duration ; cold war demands an initial heave fol- 
lowed by a lesser but steady pull of indefinite duration. 


* 


If these distinctions of size and of timing are. clearly 
seen, the economics of defence plainly have no more than 
a family likeness to those of war. There is no reason 
whatever to assume that the methods used in war will 
serve well enough if they are watered down for defence. 
The éssence of the war economy of 1939-45 was that a 
moderate inflation was used to lubricate the initiai shift 
of resources to military purposes but was prevented from 
getting out of hand, and then pulling resources back to 
the satisfaction of inflated private incomes, by a variety 
of physical and moral compulsions on the consumer 
(rationing), on the worker (direction of labour) and on the 
business man (price and direct production controls). 
A certain degree of inflation can be accepted in wartime, 
provided it is limited both in scope and in duration. But 
simply to transfer the policy to conditions of three- 
quarters peace might be disastrous. For one thing, the 
duration would not then be limited, and a persistent fall 


_ in the value of money, continuing over a decade or more, 


would have disastrous consequences on the structure of 
society, on the balance of payments and on the flexibility 
and efficiency of the economy. 


Secondly, it is very doubtful whether controls 
can do in three-quarters peace the job they did in 
time of war. Controls can always, of course, be made 
to work at some cost with some measure of success. 
But the costs—in bureaucratic interference with the 
ordinary man as well as in money and manpower—may 
be high ; the inefficiency and waste apparent in the results 
may be glaring. If controls work really badly they will 
bring quite as much political discredit on the Govern- 
ment as would any alternative policy—either a policy of 
letting the inflation go unsuppressed or one of under- 
taking the measures of retrenchment, supposedly for so 
long “ politically impossible,” that would cut inflation at 
the source. And it is difficult to see any realistic basis 
for believing that in the present situation controls can 
work otherwise than very badly indeed. There are no 
criteria by which to measure precise degrees of success 
or failure. In the war, there were certain obvious con- 
ditions that enabled the controls to work not intolerably 
badly, and that are absent now. The first was the simple 
fact that the Government was itself the main consumer: 
in the vital economic sector—engineering—four-fifths 
of the labour force was at the peak engaged on Govern- 
ment orders. In these circumstances controls played 
only a minor part in determining what was produced. 
The main determinant was the placing of Government 
contracts. When the Ministry of Supply knew so much 
about what was happening in the engineering industry, 
the control of production and allocation of materials for 
the one-fifth that was still working on private account 
was a Comparatively simple task. Control would be an 
entirely different proposition with the proportions 
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reversed, as they will be under the present defence pro- 
gramme—one-fifth of the engineering industry working 
for defence and four-fifths continuing to meet the 
demands of a peacetime economy. 


For this reason the tasks falling on the controllers 
in three-quarters peace would be bigger and more com- 
plicated, not smaller and simpler, than in war. And the 
standards they would have to apply would be much less 
clear-cut. In war there is a single, if vague, criterion— 
whether it is indispensable to the successful prosecution 
of the war—that Government officials can apply to 
every application for a licence, for an allocation of raw 
materials, and so on. In a rearmament programme of 
the present kind, there cannot, as Ministers have 
recognised, be a simple overriding priority for defence 
orders: the individual firm has to make up its mind 
what orders to put first, and if asked for advice the 
Government departments will give it according to the 


merits of the particular case. This is all right if the. 


price mechanism is working fairly well—if what is most 
profitable to the firm generally reflects what is most 
urgent for the country—and the departments have to 
be consulted only in a relatively few marginal cases. 
But if the civil servants have to try to pass judgment 
on thousands of individual cases, they simply cannot 
know enough of the facts to make rational decisions. 
They cannot, that is to say, operate an elaborate system 
of controls with any approach even to wartime efficiency. 


* 


These are the ways in which the smaller size of the 
defence effort makes the methods of the war economy 
unsuitable to present tasks. The difference in timing 
points to the same conclusion. Even when controllers 
could work by the simple criterion of a war economy 
they did not in fact attempt the impossible task of dis- 
criminating according to the merits of each case. Most 
controls worked on the quota principle of basing every- 
thing—with exceptions only in the most special cases— 
on an equal percentage of the prewar “ normal ” level. 
This is an acceptable principle, of economic inefficiency 
but rough justice, when it can be assumed that war will 
last at most for a few years and nothing else matters 
much until afterwards: it is acceptable in the short run 
for a siege economy. It is quite unacceptable for 2 
state of one-quarter or one-fifth war that may last ten 
times as long. Quota controls become more inefficient, 
more restrictive and less fair in geometric progression 
as the base year from which the quotas are derived 
gets more remote. They are quite intolerable devices 
for a country trying to combine a heavy defence effort 
with the economic effici required for a large export 
trade and a high standard of living. That would be 
true even if the start was being made with a clean slate, 
with an economy whose resources were being U 
freely according to the pulls of the price mechanism. In 
fact the existing distortions are severe enough for any 
prolonged addition to them to be little less than a0 
invitation to eventual breakdown. 

It is difficult, and probably impossible, to see any Wéy 
round these obstacles to the use of physical controls. 
And it is quite certain that the basis of popular consent, 
which made wartime controls workable, does not ¢xis! 
now. There are two of this difference. First, 


there cannot in preparation against war be the positive: 
patriotic willingness and even anxiety to make sacrifices 
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and accept restrictions that existed when men were 
being killed in battle. The continuance of warfare 
reduces this moral self-discipline still further. But, 
secondly, and probably not less important, the economic 
calculus affecting the individual is different. The essen- 
tial effect of wartime controls was in one way and another 
to dam up purchasing power that would otherwise have 
been used for consumption or investment. From 1939 
to 1945, private people and firms accepted these restric- 
tions and were content to save because they looked 
forward to a time not far ahead when not only would 
the restrictions be gone but their money would pro- 
bably be worth more than in wartime. No one can have 
any such expectations now ; goods will get scarcer and 
money will be worth less. Any elaborate ‘Measures of 
physical control will, therefore, run entirely against 
economic incentives instead of in part with them, as was 
possible in wartime. It is completely unrealistic to sup- 
pose that in this situation they can, without intolerable 
waste and delay, turn the necessary proportion of the 
national resources to defence. 

This argument has been concerned with the sustained 
use of controls for a protracted defence effort. It does 
not necessarily rule out their use in the initial heave that 
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is required this year and next. Few people, indeed, 
would seriously argue that the price mechanism alone 
could shift men and resources to defence as quickly as 
could be done with the help of some physical controls. 
There must certainly be restrictions on the civilian use 
of some scarce materials. But the case here is 
for the prompt use of a limited number of con- 
trols. It is quite different from the gradual estab- 
lishment of more and more controls for long periods, 
in an attempt to cope with the consequences of 
making the initial shift chiefly by inflationary finance. 
As a rough empirical test, it is probably fair to say 
that those controls will be effective that are put into 
operation within the next six months and become un- 
necessary within two years. Anything more than that 
cannot be expected to work: the methods of a war 
economy are not those of a quartér-war. There are no 
precedents for the situation with which Britain and the 
other nations of the Atlantic alliance now have to deal. 
The right policies will certainly not be seen, at any rate 
as a whole, immediately. But they will be seen less slowly 
the more thoroughly it is realised that the questions are 
new and the stock answers will not serve. A one-quarter 
war will not be run by one-quarter controls, 


Fate of the Schuman Plan 


N the shadow of the meeting of deputy Foreign 
Ministers in Paris there is drawing to a climax what 
may prove to be the final crisis of the Schuman Plan. For 
several weeks now the negotiators have been confronted 
with the basic issues on which sacrifices are required— 
chiefly of the Germans. In the face of bluster and out- 
raged protests from industrialists in all the six countries 
concerned, M. Monnet has persisted in cutting down 
to bedrock through their pretence that they could main- 
tain old ways of doing business under a new guise. The 
process has been painful, at times dangerous ; but there 
are signs that it is producing compromises and that signa- 
ture may be in sight. To have come thus far since last 
June in breaking down the central problem of Franco- 
German rivalry is by any measure a great achievement ; 
and it is not for those who have stood aside from the toil 
of negotiation to scoff if there is now a final faltering. 


Two problems are holding up progress ; each is of 
ctucial economic importance now, and each will have 
great political and military importance in the future. 
First, the Germans do not wish to give up the closely 
interlocked and highly cartelised organisation of their 
coal and steel industry. Outstanding among these 
economic groups is the central coal selling agency (DKV) 
which—once the powers of the Ruhr Authority and the 

Commissioners had been removed—would control 
all sales of Ruhr coal and thereby exercise a powerful 
influence on the steel-making and steel-using industries 
of Western Europe. The DKV, working freely, could 
almost dictate by its decisions production and prices in 
the major industries of Germany’s neighbours. To allow 
this to happen would be to make nonsense of the main 
Purpose of M. Monnet and his colleagues, which is to 
Create a single market for European heavy industry giving 
‘veryone free access to raw materials and allowing pro- 
duction in the course. of time to be concentrated in those 
‘aterprises which have proved themselves. most efficient. 

© same objection applies to the vertical trusts of the 


Ruhr, whose dissolution is being resisted by the Germans, 
By their ownership of many mines the great steel com- 
panies controlled in the past 56 per cent of the Ruhr coal 
output, and this allowed them in times of shortage to 
restrict supplies to their competitors, and in times of 
surplus to undercut prices and discriminate. 

In short, the question at issue is whether an Inter- 
national Authority or a group of German industrialists 
and technicians shall in future decide how much coking 
coal Western Europe may receive and at what price. It 
can be regarded primarily as an issue of principle or as a 
conflict of self-interest. If the heavy industries of the 
west are to be rationalised and the restrictive practices 
and manipulations of decades gradually discarded ; if 
a power group which has been closely associated with two 
ventures of German imperialism is to be broken up ; if 
there is to be a genuine step forward towards integrating 
Western Europe for its future defence and prosperity— 
then M. Monnet is right in his persistent challenge to 
the German industrialists. That is the issue of principle. 
When, however, the French argue that, to complete their 
national recovery, they cannot tolerate the risk that their 
steel industry will be forced into decline through lack 
of the Ruhr’s coal, then the Germans have some reason to 
look carefully at the arguments put to them. That is the 
issue of self-interest. The Germans can argue—and their 
case has its points—that the operation of a free market 
would merely serve to prove that heavy industry should 
be centred in Germany ; but that is quite a different thing 
from admitting this conclusion in advance just because 
the Germans have a predominant share in supplies of 
coking coal. The history of the Ruhr Authority has 
already shown with what pertinacity they have fought 
against the sharing of this coal with their neighbours. — 

It may be said that these are old arguments ; their 
substance was known before M. Schuman ever launched 
his project. That is true ; and it is also true that a year 
ago the Germans could have been brought a long way 
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towards accepting the French and European position. 
But Korea has had its effect on this as on every political 
and economic question. Before Korea, the German in- 
dustrialists saw in the Plan a way of getting new markets 
at a time when surpluses of coal and steel seemed likely. 
The German politicians saw in it a way of 
shaking off the control of the Ruhr Authority set 
up by the occupying powers and taking an equal 
place in Europe’s counsels. The western decision to 
rearm has removed at a stroke both these incentives. It 
now looks as if there will be in the predictable future no 
surpluses of coal and steel, and Western Germany sees 
itself winning equal status in Europe as the price of 
helping to defend it against the Russians. The Ruhr— 
trade unions as well as industrialists—is in fact now 
determined to go on judging the plan on its economic 
merits until acceptance of all or part of it can be bar- 
tered against concessions from the occupying powers. 


The last few months have therefore seen the Germans 
getting more and more difficult. When they asked in 
December that negotiation on the plan’s provisions for 
breaking up the great concentrations of industry should 
be postponed, while they discussed their implications 
with the Allied High Commission and industrial experts, 
the other delegations agreed. They hoped that the men 
of the Ruhr would accept the spirit of the plan and 
subscribe sincerely to the principle of competition within 
a free market. After Christmas, German delaying tactics 
took a new form. Suspect statistics made their appear- 
ance ; national federations of industry in all six of the 
Schuman Plan nations were mobilised to protest; a 
former American Secretary of War, Mr Patterson, was 
briefed to fight deconcentration in the Ruhr against the 
policy of his own Government. Resistance among French 
industrialists has also grown. They believe that they 
could best get the coal they need by international bar- 
gaining of the prewar type between cartels, and they pro- 
test against enroachments of a European authority on 
their jealously guarded preserves. M. Monnet, who is 
the life and soul of the Plan, is therefore facing a solid 
front of industrial interests and German political parties. 


x 


Clearly the stage has now been reached where three 
things should happen: statesmen should intervene to 
prevent the technicians and the businessmen from turn- 
mg differences into reasons for despair; both sides 
should be reminded, especially the Germans, of the 
political purpose that originally inspired the Plan, which 
was to draw France and Germany together by bonds of 
self-interest into the nucleus of a new Euro 
association ; and the Germans should be reminded of 
the powerful cards that are held by the West if they 
insist on turning the negotiations into a protracted poker 
game. Something like this appears to have begun. The 
American High Commissioner, Mr McCloy, has been 
discussing with the Germans a compromise which would 
leave the central coal selling agency to be liquidated over 
a period of time, provide the Germans with a written 
pledge to dissolve the Ruhr Authority by September 
30th, and allow the individual steel companies to own 
up to 75 per cent. of the coal they need to operate 
at their present capacity But these proposals do 
not go to the root of the difficulties. There 
is no doubt of the basic good will towards the Schuman 
Plan of Dr Adenauer and his principal representative, 
Dr Hiallstein, both deeply influenced by the friendly 
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spirit created among the negotiators. The fact remains 
that Dr Adenauer cannot yet guarantee that the Bunde- 
stag would ratify the Plan. Both Right and Left ip 
Germany will persist in their criticisms of the economic 
aspects of the Plan so long as they see no wider cop. 
cessions forthcoming to count German sacri- 
fices in the eyes of the electorate. And such concessions 
to the German demand for equality of rights in Europe 
are still held up by that uncertainty of aim which has 
dogged the German policy of the western governments, 


The matter is urgent. The western governments 
want the Schuman Pian initialled and its ratification ip 
Bonn assured before the full meeting of Foreign 
Ministers—possibly in May. The Germans see every 
advantage in stalling so that they can exact the greates 
possible benefit from the competition of the west and 
the Russians for their favours. The time has come to 
make vigorous use of both carrot and stick. The 
Americans can and should use the Germans’ dependence 
on the grain and raw materials to press for signature ; 
just as the Germans are using, and will continue to use, 
their possible contributions to western defence as a 
means of pressure on the Americans. And the western 
governments should now explain firmly to the Germans 
that acceptance or rejection of international control of 
heavy industry will be treated as evidence of their relia- 
bility as equal partners in Europe. Compromises on 
economic matters are all very well; but who can tell 
whether when the time comes a German Government 
will want, or be able, to honour the pledge to dissolve 
the coal-selling agency ? The answer is—no one. Some 
guarantee that the interests of Germany’s neighbours will 
be protected from domination and some evidence that 
the German parties will in fact co-operate in Europe are 
required. 

Such a guarantee the Schuman Plan could offer. 
On the other hand, let it be recognised that the Germans 
are being asked to give up a great deal: the fruits of 
their natural advantage in raw materials, a form of 
industrial organisation whose efficacy has been proved, 
and a monopoly selling agency which, they clam, 
enabled uneconomic mines to be worked and employment 
to be maintained. These are advantages that no German 
politician can surrender without misgivings. They, 10°, 
want their guarantees. 


This is the psychological moment for fitting the sign2- 
ture of the plan into the general scheme of policy 
towards the Germans. It is evident that the revision of 
the Occupation Statute announced this week is only 2 
further step towards its complete abolition. Its political 
effects on public opinion have long been discounted m 
advance by German public opinion. It is, in fact, a 
damp squib. If the nature and timing of Wesiem 
Germany’s final step towards equal status in Europe 
could be decided and declared without further delay, the 
western governments would have a very strong case for 
insisting that the Schuman Plan should be part of the 
final settlement. Enthusiasm has to be kindled for the 
politics of the plan, for its manifestation of a new spit 
in Europe, and that can be done only by 2 political 
gesture and a campaign of persuasion. Now that 


the economic issues have been thrashed out ad nauseam It 
is time for the statesmen to take a hand. Above all, 1«' 
time for this country, as an ally of France and 2 
trustee for Germany, to show the sympathy and states 
manship that were withheld last June. 
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Morale Off the Rails 


(By a Railway Correspondent) 


HE basic problem of British Railways is one of 

morale, and it has in no way been solved by the 
recent wage increase. Railwaymen are worried by the 
prospect of their industry taking the place of coalmining 
as the Cinderella of the industrial world. It is, in fact, 
only the wide dispersal of the staff in small units that is 
delaying the development of the sort of unrest that used 
to exist in the coalfields—and which is already appearing 
in the larger railway centres. On the other hand, it is 
precisely because of this wide dispersal of the staff that 
morale on the. railways is so important. There are few 
industries in which the effect of delays or inefficiency in 
quite small matters is so cumulative, and in which, conse- 
quently, prosperity depends to such a degree on the 
devotion to duty of the individual. 


Such devotion can thrive only if the staff has confi- 
dence in the management. How to maintain this 
confidence, in a contracting industry, is one of the 
unsolved problems of industrial relations. The railways 
today show every symptom of contraction. Improve- 
ments and even replacements are curtailed by the 
shortage of materials and the need for economy. 
Although many of the staff continue to work in con- 
ditions that would not be tolerated in other industries, 
a full programme of improvement must await better 
days. Branch lines are closed, or have their passenger 
services withdrawn ; lightly loaded trains are cancelled. 


In this situation the Railway Executive has done no 
more to take its employees into its confidence than to 
explain itself to the public. On the one hand, the 
British Transport Commission’s declared policy for 
integration implies that the future position of the rail- 
ways will only gradually be worked out in practice ; on 
the other hand, the actions of the Railway Executive are 
already quite plainly committing the railways to a posi- 
tion of reduced importance in the national economy. 
On the one hand, the staff and the public are asked to 
suspend judgment until the new charges schemes are 
published ; on the other, the withdrawal of trains 
accelerates the insolvency of branch lines and makes 
their closing inevitable whatever the charges schemes 
may do. 

The staff are naturally bewildered ; just as naturally 
they state their uncertainty in terms of their own per- 
sonal prospects. In this frame of mind, they cannot be 
expected to respond to exhortations from the manage- 
ment to redouble their efforts and make the best of the 
equipment they have. Confidence in the Executive is 
impaired, and will only begin to be restored when the 
Executive can convince its employees that it knows where 
it is going and what it wants, On these questions of 
high policy, railwaymen merely share the uncertainty of 
the public at large. But they would be less apprehensive 
if they had any more confidence in the internal adminis- 
tration of the Executive. 

It is an unforunate result of past railway history that 
Staff administration is associated in the minds of rail- 
waymen with negotiations on wages and conditions of 
Service, princi because staff officers have always 


tepresented the management on the local departmental 


committees and sectional councils which form the nego- 
tiation machinery. The Executive consequently has the 
services only of specialists whose conception of staff 
relations is inextricably confused with that of negotia- 
tion. For that reason its commercial department was 
able recently to get away with the “targets scheme,” 
which no business with a proper conception of internal 
relations would have tried to suggest to its employees 
at such a time, and which by its ineptness has still 
further reduced the staff’s confidence in the manage- 
ment. 


Even in its conscious efforts to improve internal rela- 
tions the Executive has succeeded only in losing confi- 
dence. The consultation procedure instituted over a 
year ago failed to satisfy trade union demands, and 
it made the mistake of using, as the nucleus of the 
employees’ participating, representatives elected for the 
very different purpose of negotiation, with all its associa- 
tions of bargaining and pressure. How unsuccessful 
the procedure has been is shown by the policy, which 
some Chief Regional Officers have been forced as a 
makeshift to adopt, of holding large meetings of 
employees and talking to them over the heads of their 
more immediate superiors. 

* 


These are important points affecting the morale of 
railway workers as a whole. There are others whose 
primary effect is more limited, but whose secondary 
effects may be nearly as widespread. On paper the 
powers of many local officials have been increased since 
nationalisation, but none feels that this is so in fact. The 
Executive has allowed the intended scope of its functional 
organisation to be exceeded. Its purpose was to promote 
rapid standardisation, but the Executive headquarters is 
going further and interfering in day-to-day administra- 
tion. Instructions from the Executive are accompanied 
by requests for detailed reports and statistics to a degree 
that is seriously interfering with practical work and inflat- 
ing local staffs. The blame is commonly put on the sub- 
ordinate officials at headquarters, whose mediocre quality 
is attributed to the Executive’s unwillingness to pay 
salaries sufficient to attract the right men from the pro- 
vinces. Whatever the reason, all the symptoms of 
bureaucracy are rapidly developing. Local officials in- 
evitably feel that they are not being trusted. 


When the Railway Executive organisation was first 
published, it was generally thought that the chief regional 
officers would have a difficult task when their regional 
departmental officers were to report direct to the func- 
tional members of the Executive. This system is bad 
enough in all departments, but disastrous in the case of 
the staff department, which inevitably has a finger in all 
the others. The regional staff officer, responsible directly 
to London, has more real power than the chief officer. 


Centralisation and specialisation have not eased the 
tasks of the chief regional officers, and it is probably, 
therefore, no coincidence that the most efficient and pro- 

ive region is the one which has its headquarters 
ferthest from London and the strongest character at its 
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head. To compare the way railwaymen talk about their 
chief regional officers with the way they used to talk about 
their general managers is to realise how much has been 
lost. 

The old railways had their head offices in London, but 
London was never more than the terminus of the line. 
Now the feeling is that the whole railway system revolves 
round London, and the presence there of four regional 
headquarters in constant daily contact with the Executive 
itself only adds to the general centripetal effect. There 
is a good deal that is irrational in this sort of feeling, 
but since it exists, it is necessary to do something either 
to satisfy it or to remove it. There is already enough 
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“we” and “they” feeling on the railways withoy: 
extending it on a geographical basis. 


It would be foolish to suggest that anything the 
Railway Executive could have done would by now have 
made morale on the railways entirely satisfactory. Many 
managements before have failed to maintain or restore 
good industrial relations in a contracting trade. The 
problems of contraction at a time of full employment 
are new even if they are on balance easier than those of 
general depression. The Executive has in some respects 
a pioneering task in which success could not be expected 
quickly. It is the more pity that so many mistakes are 
apparently being made. 


The Record on Korea 


7s war in Korea has now been going on for more 
than eight months. It would be idle to deny that, 
in spite of the almost universal approval which was given 
in this country at the end of last June to the United 
Nations action on behalf of South Korea, there is now 
a widespread apathy about the cause in which British 
troops are fighting in Korea and an increasing activity 
of those political circles which argue that the first aim 
of British policy in the Far East should be peace at any 
price. This trend of opinion over the first real enter- 
prise of collective security in the history of the world 
has been at least partly due to the obscurity of the issue 
at stake since the United Nations decision (which was 
sponsored by the British Government) to cross the 38th 
parallel and the subsequent intervention of Communist 
China. Last June the issue was clear enough ; it was 
to repel and drive back the North Korean invaders and 
restore the state which had been the victim of aggres- 
sion. But since the crossing of the 38th parallel and 
the advance to the Yalu, the original clarity of 
purpose has been replaced by confusion about the 
objective for which the war is being fought, and, in 
consequence, a general demand for terminating the war 
by negotiation with China without any idea of minimum 
terms on which the United Nations must insist if it is 
not to be utterly discredited as a collective security 
organisation. 


This state of mind has unfortunately provided fertile 
ground for a propaganda which has grossly misrepre- 
sented the course of events in Korea and has persuaded 
many people who are far from being Communists that 
China has been more sinned against than sinning in the 
whole affair. It is therefore worth while at this stage 
to review the record and point out what exactly did 
happen in the preliminaries of the present situation. 


The decision to cross the 38th parallel politically, 
and not merely for tactical military purposes, was taken 
by the Political Committee of the United Nations 
Assembly on October 4th and formally adopted by the 
Assembly itself on October 7th. The voting in the 
Political Committee was 47 nations (including Britain, 
the United States and France) for the resolution, five 
(the Soviet bloc) against, and seven abstentions (includ- 
ing India, Egypt and Jugoslavia). The Assembly took 
its stand not on the Security Council’s decision to extend 
aid to South Korea against North Korean 
but on the earlier decisions of the United Nations which 
established the Republic of Korea. The resolution 
recalled the Assembly’s declaration of December 12, 


1948, that the Government of the Republic of Korea 
“is based on elections which were a valid expression 
of the free will of the electorate of that part of Korea 
(i.e. South Korea) and which were observed by the 
Temporary Commission, and that this is the only such 
Government in Korea.” On the ground that the 
“essential objective” of the earlier resolutions of the 
Assembly had been “the establishment of a unified, 
independent and democratic government of Korea,” it 
was therefore decided that “all appropriate steps be 
taken to ensure conditions of stability throughout 
Korea,” and that “ all constituent acts be taken, includ- 
ing the holding of elections, under the auspices of the 
United Nations ” for the creation of a unified, indepen- 
dent and democratic Korea. 


This resolution meant that the Commander-in-Chief 
of the United Nations’ forces in Korea was authorised 
to advance into North Korea in order to eliminaie all 
armed forces and civil authorities of the Communist 
regime and “ensure conditions of stability throughout 
Korea.” The United Nations forces, as distinct from 
South Korean troops, did not cross the 38th parallel unul 
they were authorised to do so by this resolution. They 
had reached it already on October 1st, but Genera 
MacArthur halted them for eight days until the 
Assembly had taken its decision. The only crossing 0 
pursuit of the defeated North Korean forces was made 
by the South Korean troops, and this reflected the inde- 
pendent attitude of the South Korean Government 
which, although willing to subordinate its forces 
strategically to the supreme United Nations command, 
denied that it was politically subject to such authority 
Korean territory. 


After the advance into North Korea had led to a 
military disaster and the Korean conflict had developed 
into a struggle with Communist China, the British 
Government became anxious to minimise its respons 
bility for sponsoring the decisive resolution of the United 
Nations, and its defenders resorted to the argument that 
General MacArthur had not needed the authorisation of 
the United Nations to cross the . This argument 
was valid in so far as General MacArthur’s commission 
to carry on war against the North Korean forces cc" 
tainly empowered him to conduct operations ‘ ‘ 
38th parallel for p military reasons as part of the tas 


of repelling the invasion of South Korea. It 1s absurd, 
however, to maintain that it made no difference . 
strategy whether the political aim was to restore : . 
status quo ante bellum or to:occupy and unify the whe 
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of Korea. General MacArthur could not have justified 
an advance to the Yalu without the authority of the 
United Nations decision of October 7th, and in fact he 
held his forces back until that decision had been taken ; 
however embarrassing may have been the Supreme 
Commander's verbal excesses, he neither forced the 
hand of the United Nations by acting in advance of its 
decision, nor did he subsequently exceed the directive 
given to him. 

The United Nations decision in the first week of 
October was, of course, taken under the influence of the 
successful Allied counter-offensive in the second half of 
September which had resulted in the recapture of 
Seoul on the 25th. On September 30th, indeed, the 
Chinese Foreign Minister, Chou En-lai, had declared 
that the Chinese people would not “ supinely tolerate 
seeing their neighbours being savagely invaded by 
imperialists,” and the Indian Ambassador in Peking 
had conveyed a warning that Communist China would 
intervene if the parallel were crossed. At that time, 
however, there was a general unwillingness, alike in 
military and diplomatic circles, to take the threat of 
Chinese intervention seriously. Russia, though giving 
political support to North Korea, had made no threats, 
and it was generally believed that Russia would not risk 
a world war on the Korean issue ; without Russia it 
seemed incredible that the Chinese Communists would 
dare to challenge the whole power of the United Nations 
after this power had been so strikingly demonstrated by 
the recapture of Seoul. Even after Chinese forces had 
actually crossed the Yalu, the move was regarded as a 
bluff for bargaining purposes rather than as a real order 
of battle, and it was the persistence of this belief at 
General MacArthur’s headquarters which led to the fatal 
strategic miscalculation of the offensive in the fourth 


week of November. 
& 


The fact that the political and military authorities 
concerned gravely underestimated the bellicosity and 
competence of the new regime in China does not, how- 
ever, affect the quality of the Chinese action in relation 
to the United Nations and the powers, including both 
Britain and America, which were enforcing its decisions 
in Korea. The United Nations has indeed, after pro- 
longed obstruction, finally condemned the Chinese action 
as an aggression. There has been, nevertheless, a strong 
tendency in this country, since the defeat at the end of 
November, to condemn the advance into North Korea 
as not merely unwise strategically, but as an act of 
provocation to China which virtually justified the 
Chinese intervention. 

It is true that Chinese regular military units did not 
cross the Yalu until after the United Nations forces 
crossing of the 38th parallel. It does not follow, how- 
ever, that the Chinese intervention was prompted merely 
by alarm at the prospect of the arrival of United Nations 
forces on the Manchurian border.’ It is necessary to take 
into account the actions of Communist China before that 
date. The Peking Government and its controlled press 
and radio had from the outset given the most explicit 
approval and moral support both to the initial North 
Korean aggression against South Korea and to the subse- 
quent North Korean defiance of the United Nations. 
On August 17th Mao Tse-tung and Chou En-lai sent 
Korean independence anniversary greetings to Kim 


ll-sung declaring that “the Chinese people warmly 
Support the Korean people in their just war against 
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American imperialism and aggression, to bring about 
national independence and unification.” 


Nor was this backing of North Korean aggression 
merely verbal ; it had taken a most concrete and practical 
form. Shortly before the North Korean attack last year 
Korean divisions of the Chinese army, drawn from the 
million or more Korean settlers in Manchuria and other 
parts of China, were sent to Korea, and it was not until 
after the incorporation of these troops, battle-trained in 
the Chinese civil war, that the North Korean Govern- 
ment felt ready to launch its assault. In international 
law such a transfer of organised troops from one state to 
another as part of the preparation of aggressive war 
involves a grave complicity on the part of the transferring 
state. The Foreign Ministry of the Chinese People’s 
Republic, however, took up a most truculent attitude on 
the subject, when publicity was given to the fact in one 
of General MacArthur’s reports ; admitting that Koreans 
who had fought in the Chinese civil war had been sent 
to Korea, a spokesman declared that, now that victory 
had been achieved in China, it was the “ sacred duty ” 
of “ Korean people residing in China ” to return to their 
motherland and take part in its defence. 


* 


Since they were so deeply implicated in the attempt to 
destroy the Korean Republic, it was only logical that 
the Chinese Communists should take over the task when 
the North Koreans had failed by themselves to accom- 
plish it. It is highly .probable that they did not venture 
to engage in war against the United Nations without some 
definite assurance of Russian aid if they were subjected 
to retaliation within their own territory. But whatever 
may have been their calculation of the risk they took, 
their aim was always the same as that of the North 
Koreans—to wipe out the South Korean regime and to 
drive the United Nations army out of Korea. If it had 
been merely to safeguard their own frontier and their 
interest in the hydro-electric installations of the Yalu, 
they could have taken advantage of the repeated 
American declarations of intention to respect Chinese 
territory (such as Mr Acheson’s statement of August 
30th) and the proposal for a joint commission to regulate 
power supplies from the Yalu dam. But the Peking 
Government never attempted to negotiate on this basis. 
They were not interested in mere frontier security ; their 
aim was, and is, total victory for Communism on the 
East Asian mainland. If, as the many apologists for the 
Chinese Communists in this country maintain, the 
Peking Government had been moved only by fear for 
its own safety, it would have been content with the 
American abandonment of Chiang Kai-shek and refusal 
to supply tanks to the South Koreans, instead of first 
promoting, and then taking part in, a war of aggression. 


It does not follow, of course, that there must now 
be war against Communist China or even ~n attempt to 
impose sanctions. The United Nations is a political 
organisation that must always consider the consequences 
of the actions it takes, not a blind arbitrator handing 
down judgments ruat coelum. But at least there should 
be no obscurity about the moral and legal position. The 
Communists—whether North Korean, Chinese or 
Russian—have put themselves in the wrong ; there have 
been no breaches of trust by the Americans or by any- 
body else on the United Nations side. Those who 
dispute these statements are wilfully refusing to face the 
facts of a very clear record. 
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NOTES 


Crisis in Teheran 


The outlook in Persia is black. There is no fitting 
successor to General Razmara who was assassinated by a 
small group of fanatics on Wednesday morning. It is feared 
that the Shah, who though charming has a weak and obstinate 
character, will recall to office the avaricious and corrupt 
politicians who have misruled Persia roughly from the end 
of the war until General Razmara took office nine months 
ago. It is due to these former rulers, who are important 
landowners as well as politicians, that the ordinary Persian 
has been reduced to such a depth of misery that Communist 
propaganda, coming from the northern frontier, has fallen on 
fertile ground. The Shah called General Razmara to power 
when he had become seriously alarmed by the revival of the 
outlawed Tudeh (Communist) Party last summer; but, 
unfortunately, the palace failed to give General Razmara the 
full support the Shah had promised to him. The big land- 
owners, who wield enormous power in the Majlis (Parlia- 
ment), were alarmed by the General’s excellent plans for 
social reform. These were to be financed by the large sums 
of money the Government would have received in royalties 
from the Anglo-Iranian Oil Company had the Majlis ratified 
the supplemental agreement with that company. The agree- 
ment would not only have produced an immediate payment 
of £45 million, but would have guaranteed a yearly income 
of over £22 million to finance long-term draining, irrigation 
and other large works projects which formed the basis of 
General Razmara’s plans for social reform. 


The Majlis failed to ratify the agreement which General 
Razmara had supported largely because the late Prime 
Minister was inept in dealing with his opponents in the 
chamber and lacked political technique outside it. Thus 
the ignorant townspeople were easily convinced by the 
Teheran press, which had been lavishly bribed by the big 
landowners, that Razmara had fallen entirely under the 
influence of the west and was “ working against Persian 
imterests.” This accusation was patently untrue. In some 
respects the General appeared more influenced by Moscow. 
He had recently signed a new commercial treaty with the 
USSR and he allowed the Russians to send commercial 
travellers all over Persia ; at the same time he banned the 
Persian broadcasts of the Voice of America. 


It is not yet clear whether the religious enthusiasts who 
murdered the Premier were inspired or paid (or both) by the 
extreme right—Nationalists—or extreme left—Tudeh. 
What is somewhat alarming is that the Persian delegate to 
the World Peace Council at Berlin, Mr Eskandary, reminded 
his audience a fortnight ago of “the fact that the Soviet- 
Persian Treaty of 1921 empowered the USSR to dispatch 
troops to counter any imperialist plan aiming at Persia’s 
occupation.” This interpretation of the treaty is not without 


foundation. 


Deputies in the Toils 


It is no credit to the diplomacy of London, Paris and 
Washington that the deputies of the Foreign Ministers were 
caught within three days in the toils of argument about a 
point which means nothing to the European man in the 
street. Maybe the west scored a point by getting Mr 
Gromyko to talk about the possibility of putting the Austrian 
Peace Treaty on the agenda of the Foreign Ministers ; and 
if the Soviet delegate really wanted a conference, and was 
not working within the limits of a strictly defined brief, he 
could quite easily have left the question of Trieste to be 
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taised as one of “the causes of international tensions 
rope”—first item on the agenda by the eee 
ut the course that the talks have taken could have been 
foreseen and the western agenda should have been Ra Up 
in such a way as to seize and hold the initiative from the 
moment the talks in the Palais Rose began. 


The western deputies were ill-advised to conics 
the Russian wish to put Germany at the head of the 
list of topics to be discussed ; for it is clear to everyone that 
this is the central problem, While insisting that the talks 
should not be confined to Germany, as the Russians seemed 
to wish, they should have made the unity of Germany their 
first item and made it clear that they had ready a plan for 
attaining it. This would lave stolen Mr Gromyko’s thunder 
about demilitarisation and put the Russians into the unten- 
able position of opposing German unity, With that question 
first on the agenda, the western representatives could then 
have argued that the “prevention of remilitarisation of 
Germany” and its demilitarisation according to Potsdam— 
the first item on the Soviet agenda—would present no diffi- 
culties at all once causes of tension in Europe—which js in 
both lists—had been discussed. 


Such a tactic would have had two advantages: the debate 
would have made sense to the man in the street as he reads 
his newspaper or listens to the wireless, and Russian policy 
for Germany would have been challenged at its crucial point 
with the question about free and fair elections all over the 
country. It may be objected that this would have led the 
deputies into discussing not the procedure of drawing up the 
agenda but matters of substance. In fact they have already 
Strayed into matters of substance, and the talks are taking 
on the too familiar form of polemical wrangling about two 
lists of agenda which look to the layman almost identical 
save in their order. It is, incidentally, a great pity that some- 
one of greater experience than Mr Ernest Davies could not 
have been found to lead the British delegation. 


* * x 


The Foreign Secretaryship 


Mr Bevin’s return to work last week after his latest bout 
of illness created a further burst of speculation about his 
future, which, in turn, evoked from Downing Street a0 
official denial that the Foreign Secretary had already decided 
to resign. The influence that Mr Bevin has exercised both 
in the Labour Party and in the Cabinet since 1945 has been 
so great that any change of his role is bound to assume the 
dimensions of a minor political earthquake. 


Such an upheaval appears to be likely in the near future. 
The chief obstacle to the change has been the difficulty at 
finding a successor for Mr Bevin at the Foreign Office. Mr 
Attlee, in his search, has been up against much the same 
problem that he faced when Sir Stafford Cripps resigned 
from the Chancéllorship of the Exchequer last autumn—the 
lack of Ministers in the second rank with a real capacity for 
leadership and with political experience wide enough 
enable them to take over from any one of the small group 
that has dominated Labour affairs since 1945. To replace 
Sir Stafford Cripps Mr Attlee decided to turn from the 
pure politicians to the dons and other experts who form 
such an important section of his following. It was ~ 
them that Mr Gaitskell was promoted. But consideratt 
as Mr Gaitskell’s abilities may be, he has yet to prove 
leadership of public opinion is his forte. ee 

At the Foreign Office such leadership, particularly 12 | 
present situation, is an absolute coeunik and in the Prime 
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Minister’s calculations this makes the choice of Mr Herbert 
Morrison as Mr Bevin’s successor almost inevitable. The 
other names that have been under consideration—Sir Hartley 
Shawcross, Mr Gordon Walker, Mr McNeil—are those of 
able administrators whose capacity for influencing opinion 
inside or outside the Labour movement remains unproved. 
Of the older guard of politicians, Mr James Griffiths was 
at one time considered for the post and seems to have had 
Mr Bevin’s support, but the Prime Minister has not favoured 
the idea. Mr Bevan has had his backers, some of them 
people who dislike his views on domestic policy, but it seems 
that he will have to demonstrate at the Ministry of Labour 
that he has checked his natural rashness before further pro- 
motion comes his way. In the end, therefore, the choice 
swings back inevitably to Mr Morrison, whose appointment 
is not likely to be delayed. Mr Bevin, in that case, would 
become Lord Privy Seal and Mr Chuter Ede would take 
over the leadership of the House of Commons. 


* *® * 


Figures in the Air 


Mr Arthur Henderson, the Secretary of State for Air, 
is not a compelling parliamentary figure, and his introduc- 
tion of the Air Estimates on Tuesday was rightly described 
by Mr Eden as an “ amiable gallop through a pretty volu- 
minous brief.” In describing the expansion of the RAF, he 
was reduced by the dictates of security to the method of 
Russian trade statistics, giving figures as a proportion of an 
unknown base-line. Thus “the present strength of the 
Royal Air Force is more than half as great again what it 
was... in March, 1948 ”—a statement that sounds impres- 
sive to those who do not know how small the front 
line strength was three years ago; that it consisted of a 
tiny handful of squadrons. But Mr Henderson did give 
a few encouraging facts. One was the great improvement 
in the number of night fighters and the introduction of the 
Canberra into squadron service. (The technical aspects of 
the debate are dealt with in a note on page 563.) 


But neither these facts nor the soothing tones of Mr 
Henderson and his under-secretary could conceal the fact 
that Britain’s air defences are by no means adequate at the 
moment and are unlikely to be for some time to come. The 
aircraft construction programme cannot be accelerated very 
much. There is a great deal of leeway to be made up in 
the training and provision of aircrews ; Transport Command 
and Coastal Command present as urgent cases for expansion 
as do Bomber and Fighter Commands. The problem of 
submarine detection and destruction is still, as Mr 
Henderson admitted, “a formidable one.” In addition, the 
British lead in fighter design, which for a period after the 
war was unchallenged, has been overhauled by the suc- 
cessful development of delta wing types in America and 
in Russia. Of the three services, it will undoubtedly take 
the RAF longest to achieve full preparedness. 


In so far as there was any party division in the debate, it 
seemed to show itself, curiously enough, on the question 
whether Britain should possess a long-distance bombing 
force. Mr Eden and other Tory members emphasised the 
importance of being able to strike enemy bases and argued 
that Bomber Command should possess heavy bombers, while 
Mr Paget and other Labour members regarded it as a task 
to be left to the Americans. It seems unlikely that the 
RAF could achieve its urgent task of expanding its fighter 
and tactical strength and organise a heavy bomber force as 
well, and since this seems to be the Government's view, it 
is hard to understand why four-engined and larger machines 
are under development. it may be that British design teams 
can make a genuine contribution to heavy bomber construc- 


tion, or it imply be that of the 
industry needs’ soothaey. & B iepesdtle fo f from the 
Bteralities expressed by Mr Hen 
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Private Members’ Time 


Mr Eden indulged in some justifiable banter against Mr 
Morrison this week for the failure of the Government’s sup- 
porters, including Mr Morrison himself, to rally last Friday 
for the vote against a private member’s motion criticising the 
Government for bungling the purchase of raw materials. 
This is the second successive vote carried against the 
Government on a private members’ day and though no 
question of confidence is at stake, the issue of prestige 
certainly arises. It will be a great pity if the whips are, 
officially or unofficially, to be put on private members’ 
business, for the result would be to destroy the essential 
nature of such occasions, which give members the chance 
to vote on individual rather than party lines. Both sides of 
the House are at fault in this matter. The Tories, by using 
private members’ time for such measures as the present 
Transport Bill, tried to force decisions on major issues 
of policy. Mr Morrison for his part has little defence. He 
has for so long been contemptuous of private members’ 
activities that he cannot complain if his opponents use these 
occasions for party purposes. 


* x *® 
Stalin’s Budget 


At the session of the Supreme Soviet, attended on 
Wednesday by Stalin and all the Soviet leaders, the Finance 
Minister, A. G. Zverev, reviewed the Soviet budget for 1950 
and presented the estimates for 1951. Perhaps because of the 
preliminary talks now being held in Paris, he dealt with the 
international situation at greater length than is customary for 
a Finance Minister. He contrasted the “ peaceful develop- 
ment” of Soviet economy with the “ war economy ” of the 
western powers. Later he stated that 21.3 per cent of the 
1951 budget has been earmarked for defence. Although this 
figure is 2.7 per cent higher than last year’s defence estimates 
(18.6 per cent) it does not yet show a new line in Soviet 
policy, but seems rather to strengthen the impression that 
Stalin is still wavering and awaiting new developments before 
committing the Soviet Union to a definite line of inter- 
national, and hence of economic, policy in face of western 
rearmament. The rise in the expenditure on defence, is not 
as steep as it appears, since the actual expenditure on defence 
in 1950 in fact exceeded 20 per cent of the total budget. 
Stalin’s indecision may best be seen by comparing these per- 
centages with two other sets of figures: between 1933 and 
1937 expenditure on defence accounted for less than 13 per 
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cent of total budget expenditure ; between 1938 and 1940 for 
over 26 per cent (in 1940 it reached 32 per cent). For the 
moment the proportion spent-on defence is still somewhere 
half way between the two. 

Broadly speaking, neither the actual for 1950 not 
the estimates for r9st reveal any strikingly novel departures 
from the pattern of the previous budgets. Both revenue and 
expenditure were in 1950 lower than had been estimated, 
On the revenue side this is explained by the fall in the turn- 
over tax due to a reduction in the price of consumer goods ; 
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on the expenditure side, grants to industry and social and 
cultural services have been the main victims of saving. 


The new cut in the prices of consumer goods, it is claimed, 
should enable consumers to “ save ” 27 billion roubles in the 
present budget year. Despite this Mr Zverev forecast an 
increased revenue from the turnover tax. Hence he must 
rely on a substantial rise in consumption and therefore on the 
ability to supply a sufficient flow of goods. 


Mr Zverev stressed the great achievements of the Soviet 
economy during the last five years. Yet he did not attempt 
to draw a balance of the last Five Year Plan, nor did he make 
any reference to a new plan. Soviet reluctance to proclaim 
its economic targets is certainly not unconnected with the 
international situation and with Stalin’s perplexity as to 
whether or not he faces a 1938 situation. 


* *x x 


Morocco and the Moslems 


General Juin’s request to the Sultan of Morocco that 
the Istiqlal—National Party—be disbanded has caused 
serious demonstrations, disturbances and strikes throughout 
the Moslem world from the north coast of Africa, through 
the Arab Middle East, as far afield as Indonesia. 


The General’s intentions were good. He wished to rid 
the country of organised Communism, which was supporting 
the Istiqlal, before American soldiers arrived to begin con- 
struction work on new air bases. The Pleven government, 
which fully supported the General’s actions, failed to realise 
the effect their actions would have in the Moslem world. 
Volatile Arab crowds have joyfully screamed “ Down with 
French imperialists.” The Egyptian Prime Minister, Nahas 
Pasha, has stated that his government regards the issue as 
similar to that which arose in the Levant states in 1945, when 
the French attempted to retain the Mandate over Syria and 
the Lebanon and render powerless the governments of those 
countries. Egypt and the Arab countries gave as strong 
verbal support to Syria and the Lebanon as they are now 
giving Morocco. A special meeting of the Arab League 
has been called to discuss the Moroccan situation, and the 
Arab states are loudly proclaiming their intention to break off 
diplomatic relations with France and uttering other threats 
which they are most unlikely to carry out. 


In Morocco, where some Istiqlal leaders have been 
arrested, all is quiet, and although there is considerable 
surprise at the repercussions caused in Cairo, there is keen 
disappointment that the Americans, who were believed to 
support Moroccan independence, have remained so neutral, 
However the present crisis may end, the fundamental issue 
of Moroccan independence remains. The Moroccans are 
far more politically educated, and certainly on these grounds 
have a greater claim to independence, than their neighbours 
the Libyans, who will be granted statedom next year. Until 
the Moroccan question is settled the Arab world will 
demonstrate against imperialism, whether of the British, 
American or French variety, every time a tarbush is dropped. 
It is useless to point out that France has sent some of its best 
colonial administrators to Morocco, or to mention the benefits 
the inhabitants derive from the capital brought into Morocco 
from Paris by over 300,000 colonists. These colonists, 
who have built homes and intend to remain with their families 
permanently in Morocco, stand in the way of a Moroccan 


state, as the French would never willingly agree to be ruled 
by Moslems. 


* * t 


Third Force in Search of a Leader 


After M. Guy Mollet’s convincing failure last Tuesday 
to gain from the National Assembly the absolute majority 
for his investiture, the President of the Republic has again 
asked the Radical, M. Henri Queuille, to try to form an 
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administration. M. Queuille, the former count 
led the most stable of postwar governments, fr 
1948, to October, 1949, is the most generally 
politicians of the Third Force, and at the time of writin 
seems likely to succeed im negotiating a compromise = 
electoral reform between his own party and the MRP. The 
signs are that the parliament, less the Communists, Tecog- 
nises the need for elections in the early summer and wil] agree 
upon how and when to go to the country. Nothing mor 
serious than a forty-hour strike of Parisian bakers is happen. 
ing at present. 

In the economic field the gouvernement de liquidatioy 
will have to take a decision on wages in the nationalised 
industries and subsidies for coal, electricity and steel ; in s 
doing it will carefully measure the relative political advan. 
tages of granting increases and subsidies now (if such 
measures can be financed) or waiting until the summer, when 
present stocks are exhausted and the incidence of the higher 
cost of raw materials and retail prices will have become 
plainer. In spite of the economic hardships the political 
temperature is low ; if only inflation can be avoided jt js 
likely to remain so. 

In world affairs French confidence is waxing day by day; 
the Egyptian allegations about French brutality toward the 
Moroccan population have provoked a wave of healthy 
indignation. Much credit for this heightening of national 
conscience should go to Jean-Paul David, the Radical deputy, 
who is running a powerful and subtle campaign of prope- 
ganda against the Soviet Fifth Column. 


Ty doctor, who 
om September, 
Popular of the 


* * * 


Divorce After Seven Years 


The major private member’s Bill for discussion in the 
House of Commons on Friday was the Matrimonial Causes 
Bill presented by Mrs Eirene White. It proposed to extend 
still further the grounds for divorce. 


The Bill provides that a petition for divorce may be pre- 
sented where the parties have lived separately for a period 
of not less than seven years and where there is no reasonable 
prospect that cohabitation will be resumed. It adds one 
further qualification: the court may refuse a divorce, or 
defer granting a divorce, to a husband who has not fully 
met all his existing financial liabilities to the wife and to 
any children of the marriage. Where no formal obligation 
has been imposed on or accepted by the husband, the court, 
again as a condition to the grant of the divorce, may require 
him to make proper provision for his family. 

Hitherto, in England and Wales, divorces have only been 
granted (save in the case of insanity) on the supposition that 
one party has committed a matrimonial “ offence” and the 
court, accordingly, regarded the other spouse as entitled 
to a divorce because of that offence. True, the supposition 
had worn thin enough, but under Mrs White’s Bill it would 
be possible for a man or a woman to be given a divorce 
because his or her spouse had committed no more “ offence 
than a determination to abide by a mutual decision (© 
separate. For that reason many people will condemn the 
Bill on principle. But it is extremely doubtful if, today: @ 
majority of people do hold to the rigid view. Marriage 0 
English law (as distinct from English society) has never been 
a sacrament, which means that the benefits and burdens of 
that state must be subject to the normal tests applied to 
any social and economic custom. Certainly no lawyer CO 
claim that Parliament would be wrong if it gave the claims 
of social justice greater weight than the claims of religious 
doctrine. Mrs White’s Bill is designed to meet the casts, 
roughly estimated at 100,000, in which the reality of the 
marriage has been ended by a separation, brought about by 
consent or by court order. It is not a matrimonial offence 
to be separated or court order. It may & 


an offence, that of desertion, to be separated without any 
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order or agreement at all, with the result that a woman 
deserted by a husband and offered a separation agreement 
may have to decline the protection it gives in order to keep 
alive her chance of getting a divorce, When a man and 
wife have separated for seven years, when the obvious and 
inescapable fact is that their marriage is dead in everything 
but status, it cannot be right to condemn them to a choice 
between perpetual celibacy, casual encounters or an irregular 
union. Nor can it be right to punish in that way any indivi- 
dual who will take on the risks of an irregular union with 
devotion, nor the children of such a union who, as the law 
stands, can never be legitimated. If social justice is the 
proper test, the arguments in favour of the Bill are over- 
whelming. 


x x « 


Overtime Tactics 


The present disputes in parts of the engineering 
industry emphasise what to the outside observer are some- 
what conflicting elements in the trade unionist’s attitude to 
overtime. On the one hand, the opportunity to work regular 
overtime appears as a privilege, whose distribution among 
the labour force is in many undertakings a subject of jealous 
scrutiny and whose withdrawal is regarded as legitimate 
ground for a strike ; on the other hand, refusal to work over- 
time has been in recent months the chief weapon used in 
disputes in the printing trade, and now the engineering 
industry. It is quite wrong to conclude that overtime is 
refused, just as the shorter basic working week has been 
demanded, because of a preference for leisure as compared 


with additional income. The sherter working week is in. 


fact a device for ensuring that more of the hours actually 
spent at work shall be called overtime and paid for accord- 
ingly ; it is a disguised wage increase whose advantagé in 
giving the worker a more flexible choice between work and 
leisure is only secondary. Hence the importance attached 
to a “fair” distribution of overtime opportunities—and 
hence, also, a proportion of the midweek absenteeism which 
can be profitably made up at weekends. 


_ A situation in which plenty of overtime must be worked 
in order to keep overheads within bounds and get jobs done 
to schedule suits the wage-earner, in fact, far better than it 
suits the employer. But, given that situation, it is important 
to the employer that the necessary overtime shall in fact be 
put in, and refusal to work the extra hours can be used exactly 
as the strike weapon is used. It constitutes, indeed, a semi- 
strike, with the advantages that it carries no such opprobrious 
and significant name ; that it involves only a partial, instead 
of a complete, sacrifice of earnings ; and that it puts the 
employer unable to face the losses involved in the position, 
should he close down his works, of having originated a lock- 
out. In the current engineering dispute refusal to work 
overtime Or on piecework is related to dissatisfaction with 
piecerate earnings, but the relation is fortuitous. Any 
grievance or ambition could give rise to similar tactics. The 
shorter basic working week has added a powerful new weapon 
to the workers’ armoury. 


* & ® 


White and Black Rhodesia 


Officials from the two Rhodesias and Nyasaland and 
members of the Colonial Office have this week been dis- 
cussing the possibilities of closer union between: the three 
territories, question has been debated so often, both 
by a dispassionate Royal Commission and by heated and 
prejudiced adherents of both sides, that it is difficult: to 
believe that any concrete proposals can now be put forward 
with any hope of success. African opinion was so stampeded 
by the handling of the Victoria Falls conference, from which 

ticans were excluded, that it will regard any proposals 
for closer union with intense suspicion, while European 
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opinion in Southern Rhodesia is unlikely to accept anything 
less than full amalgamation. 


The present conference, therefore, might well consider 
a proposal first put forward many years ago, and now being 
revived, that Northern Rhodesia should be partitioned. The 
copperbelt and European farming areas along the railway 
line would be amalgamated with Southern Rhodesia to form 
a self-governing colony ; the north-eastern part of the terri- 
tory would be amalgamated with Nyasaland as a protectorate 
under the Colonial Office ; and another protectorate would 
be formed by the amalgamation of the rest of Northern 
Rhodesia with Barotseland and possibly Bechuanaland. The 
point of making the new territories protectorates rather than 
colonies is that the possibility of all the areas being eventually 
amalgamated into a central African dominion should be 


; scale in miles 
== 


kept in mind ; it should ‘be made clear that this is not a 
policy of apartheid, but of preparing the way for, eventually, 
a successful federation or even union of white and black 
areas. The chief purpose of the partition would be, that 
it is to say, to lessen the present friction between Europeans 
and Africans so that the extreme views which each holds 
of the other might in time become more moderate or even 
disappear. There would probably have to be a subvention, 
though not necessarily a large one, from Rhodesia to the 
protectorates, but this would be a cheap price to pay for 
racial harmony. 


* * * 


Persecution of La Prensa 


If there were any lingering doubts about the character of 
the government that President Perén has given the Argentine 
people, these must be dispelled by the mixture of chicanery 
and violence he has used to suppress the leading independent 
newspaper of Latin America—La Prensa. Over the past two 
years the President and his henchmen have harried the pub- 
lishers of La Prensa and have attempted to drive them either 
into bankruptcy or subservience. Supplies of newsprint 
have been cut off, bombs have appeared in the premises, 
advertisers have been intimidated and the paper has been 
accused of being a tool of alien exploiters. Through all these 
tribulations La Prensa has stuck to its job of reporting 
impartially the news, including the speeches of both govern- 
ment and opposition. 


‘,Recently Perén’s attack has sharpened and it is now 
alrnost six weeks since the paper has been allowed to publish. 
The immediate offence committed by La Prensa was to 
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report objectively the railwaymen’s strike, which occurred 
at the turn of the year and ended when the independent 
union was broken and replaced by government-appointed 
spokesmen of the workers. The sequel followed on January 
25th. The Newsvendors’ Union—a member of the Govern- 
ment controlled CGT—declared a boycott after the manage- 
ment of La Prensa had refused to meet their demands for 
sole distribution rights and for a 20 per cent share in the 
paper’s revenue from classified advertising ; this cut was to 
be used for the union’s welfare funds. Other associated 
unions struck in sympathy, making it impossible for La 
Prensa to appear on the streets. 

After a month’s stalemate a new chapter opened last week. 
The printing staff of La Prensa called on the police and, 
upon being assured of their protection, decided to resume 
work at the picketed plant. On their arrival they were met 
by gangs of armed hoodlums who shot one printer and 
wounded fourteen other employees. The police appeared 
on the scene only after the shooting, and then only to close 
the premises and to round up the staff for interrogation. 
Two foreign correspondents, one British and one American, 
who witnessed the shooting, were also imprisoned and 
released only after protests from their respective govern- 
ments. 


Since the incident, members of the government-sponsored 
trade unions have met to pass resolutions condemning La 
Prensa as “an enemy of the workers” and demanding its 
expropriation in order that it become “an organ of service 
to the country.” Presumably the first step toward satisfying 
this “ spontaneous popular ” demand has been taken ; legal 
proceedings were instituted this week against the principal 
owner, Dr Gainza Paz. According to the local Peronista 
press, the charges against him include promoting “ a disorder 
that caused one death and several wounded” and “ dis- 
——— disruptive propaganda.” This is the technique 
of Hitler. 
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The Explosive Soles of Luebeck 


Stories that Communists and Fascists have from time 
to time used explosive soles and heels to remove some of 
their more obnoxious opponents have hitherto sounded like 
one of the wilder nightmares of Hollywood and Senato: 
McCarthy. Now the police of Schleswig-Holstein hay. 
discovered an arms dump in the neighbourhood of the Soviet. 
German frontier which contained, among a quantity of 
ammunition, dynamite charges and fuses, and five soles ang 
heels made of a highly explosive material called (appro- 
priately enough) “ Ekrasit.” It must be assumed by the 
most sober observer that this type of soling and heeling was 
intended for somebody—perhaps somebody who intended 
to take a trip by air. 

Traces of other similar dumps, which had been removed 
in time, have been found by the Luebeck police. This find 
seems to confirm the reports which were issued by respon- 
sible officials, including the head of the railwaymen’s union, 
that the Communists had been ordered to prepare for wide- 
spread sabotage in Western Germany. Dr Lehr himself, from 
the Ministry of the Interior, recently declared that police 
uniforms had been smuggled across the frontier from the 
Soviet zone. 

Bonn still has no police force with which to meet subversive 
activities, though there has been progress latterly towards 
agreement in principle on the establishment of Westem 
Bereitschaften and frontier guards. It is deplorable 
that the weakly German democracy should be exposed 
to the dangers that arise when plots have to be countered 
by armed police and a secret intelligence corps. In com- 
parison, the evil effects of setting up a regular German armed 
force inside the framework of Atlantic defence would be 
negligible. But the explosive soles of Luebeck tell a tale 
that cannot be ignored. Nobody can imagine that the latest 
British action in tightening interzonal passes will be an 
adequate answer to “ Ekrasit.” 





PRECISION 


To one of the TI Companies precision can mean 


making a tube which will fit inside another tube rather 


finer than a hair. A useful kind of accomplishment in an 
organisation which, in Britain, operates factories mostly 
concerned with light engineering. Bicycles and cycle com- 

ponents — electrical appliances — pressure vessels — precision 
steel tubes — metal sections — aluminium sheet, strip, extrusions 


—dall call for a high degrce of accuracy, and TI makes them all. 


V.i.’s FORTY-NINE FACTORIES SERVE THE WORLD 


TUBE INVESTMENTS LIMITED + The Adelphi, London, W.C.2 
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The Heresy of Slingism 


Heresies seem to be multiplying in the Stalinist empire. 
It is an affliction that can command some sympathy from 
Europe, which was so long riven and weakened by the 
heresies of men who had visions or thought for themselves. 
A curious feature of the Communist phenomenon is that the 
charges against the heretics are always cast in very much 
the same forms, whereas the heresies get different names. 
“Slingism ” is the latest variation on a theme originally 
announced three years ago by Marshal Tito ; yet the alleged 
crimes of Otto Sling, secretary of the Czechoslovak Com- 
munist Party in Brno, are boringly similar to those charged 
against Laszlo Rajk in Hungary and Traicho Kostov in 
Bulgaria—both now “liquidated.” Like them he took 
money from foreign intelli services, plotted to over- 
throw the government and conspired against a leader’s 
life—or so it is said. 

There is one interesting difference between “ Slingism ” 
and its predecessors. Whereas Rajk and Kostov were 
accused of plotting with Tito, Sling seems to have been a 
lone wolf, guided solely by his wicked instincts ; although 
he was aided and abetted by such people as Mme Smervova, 
once acting secretary-general of the Czech Communist Party 
but now revealed as “her real unbolshevik petty bourgeois 
self.” It looks as if the Party has decided that nothing is 
to be gained by implicating Tito in such incidents, because 
it merely shows how heresy breeds heresy and how Jugo- 
slavia’s defiance has been so far successful. Indeed, Titoism 
is now surrounded with an aura of success and is best for- 
gotten. 

In any case, the backslidings within the Czechoslovak 
Communist party are clearly sufficiently grave to justify a 
grand show trial. Periodic and frequent purges of the party 
have proved inadequate ; so now it is to be subject to a 
“continuous and never-ending purge.” According to 
Kopecky, the Minister of Information, only those will remain 
who 

consider it as their most sacred duty unconditionally to 

love the Soviet Union, the glorious All-Union Party of the 

Bolsheviks and Comrade Stalin. 

To fail in this duty is the error which all these heresies 
—Titoism, Kostovism and Slingism—have in common. Now 
that Togliatti has returned to Italy from his treatment in 
Moscow, it is presumably the turn of Cucchism. 


x x x 


Teachers’ Training 


It is a bold step by the Minister of Education to abolish 
the four-year teacher training grants when graduates in the 
schools are so scarce. In principle he is perfectly right. In 
practice he is ues grave risk. For decades graduate 
teachers have been lured into the schools by the bait of a 
four-year university course at state expense. At the outset 
they signed a “ declaration” of intention to teach. This 
declaration has been much reviled and is now to be abolished. 
Henceforth no one need commit himself to teaching until 
the end of his thitd year, when he starts the final post- 
graduate year of training. Up to that time no one will bear 
the label of “ intending teacher.” Those who hope to train 
will compete on equal terms for open state and local 
scholarships. 

This decision of the Minister raises two important issues. 
First, will the new s affect the flow of graduate 
teachers to the schools? In the short run, it is difficult 
to feel optimistic about this. Good graduate teachers, par- 
ticularly of science, are already critically short in the grammar 
schools: in a mumber of girls’ and a few boys’ schools 
science departments are being closed. The abolition of the 
declaration may inérease.the shortages. In the longer run, 
the difficulty @f finding good arts teachers is likely to 
diminish as alternative occupations become well filled, but 
for most sciences the openings in industry are still easy to 
find and attractive. 
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The second issue affects the universities. To fill in the 
gap caused by the abolition of the teacher training grants 
the Ministry of Education now proposes to increase the 
number of state scholarships by another 950, up to a total 
of 2,000, and hopes to persuade local education authorities 
to increase their grants as well. In 1949-50 new teacher 
training grants were running at 1,580 a year, so that local 
education authorities would have to increase the number of 
local awards by about 650 to bridge the whole gap. This 
would mean an increase of some 16 per cent over the number 
of major awards (4,026) given in 1948-49. At a time when 
local authorities are being pressed from every side to 
economise such an expansion will be difficult. Yet without it 
the universities may have difficulty in filling their places. 
The chances of finding good fee-paying students decrease as 
taxation and the cost of living rise. 


* * * 


New Towns and Rates 


Hertfordshire County Council is alarmed by a steady 
rise in rates. In contrast to a favourable prewar position, 
its rates last year reached a level exceeded by only two other 
counties in England. This year a further steep increase has 
been prevented only by the possibility of taking the equiva- 
lent of a 1s. 5d. rate out of balances. The special factor 
in Hertfordshire’s case, which causes gloomy financial 
prognostications, is that the county contains four new towns 
and two LCC satellites. The initial cost of providing these 
new areas with county services is considerable. The pro- 
vision of education (which anyhow absorbs well over half 
the county’s rate) is particularly expensive, since the number 
of children in the developing areas is far above the average. 
In fact it is claimed that the present rate income from the 
LCC’s Oxhey estate does not even cover its education bill. 


Hertfordshire is, of course, a special case among counties, 
since it bears the brunt of public schemes of dispersal from 
London. Moreover, its distant future is perhaps brighter. 
In the long run, the new towns, if they turn out to be the 
“ balanced communities” which are intended, may accumu- 
late enough rateable value to pay their way locally—although 
LCC estates will certainly not do so. The county’s problems 
underline the haphazard way in which the costs of physical 
reconstruction will fall on local authorities in the London 
region. 

The redevelopment of central London and the dispersal 
of population—if it actually comes to pass—will be costly 
and will affect local authorities, in unequal measure, over 
a wide region. “ Exporting ” authorities, of which the LCC 
is the chief, must face not only high redevelopment costs 
but a heavier burden of debt charges in consequence of their 
reduced population. “ Importing” authorities also face a 
serious deficit where they are saddled with large housing 
estates of low rateable value. The only contented local 
authorities will be those which, like Hertfordshire itself 
before the war, can attract a big influx of middle-class 
residents. It seems from their planning proposals that some 
counties near London are hoping to make their contribution 
to the dispersal policy in this painless manner. 

The present method of financing major schemes of recon- 
struction in the London region is neither fair as between 
the numerous local authorities affected, nor does it encourage 
development to take place on the right lines and in the right 
places. The same point applies to other big industrial 
regions which have similar problems. It is surely time that 
the Government instituted an inquiry into the whole tangled 
subject. 

. * * 


Old People’s Homes 


The National Corporation for the Care of Old People 
has its feet firmly planted on the ground. Its annual reports, 
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of which the latest has just appeared, show that it continually 

bears in mind the increasing burden that old people are 
throwing on other sections of the community and the con- 
sequent need to ensure that what help is given is given 
economically and where it is most wanted. It insists, there- 
fore, that the accommodation provided by local authorities 
and volunteer bodies should be restricted to old people really 
in need of “care and attention” ; it should not be provided 
for those who, however lonely, can live independently in 
their own homes or who have relatives able to give help and 
care. Similarly, it deplores unnecessarily high standards in 
the homes provided, which must limit their numbers. 
“ Few old people in their own homes are able to maintain 
_ the standards which some local authorities are setting.” 
Probably this criticism should be directed at the Ministry of 
Health, which imposes the standards, rather than at the 
local authorities themselves. For instance, the Ministry has 
laid down that the floor space of a cubicle in a converted 
dormitory should be quite unnecessarily large, which would 
at once reduce the number of cubicles that could be provided. 
As the corporation says, there have to be standards, but 
they must be reasonable and must not be lavish. 


The other main topic dealt with in the report is the old 
one of the borderline between sickness and health in old 
age. The report points out that some homes, originally 
intended for the able-bodied and staffed accordingly, are 
probably now facing the increasing infirmity of their 
residents. The danger is that they will either have to take 
on more staff, and therefore possibly become too expensive, 
or will degenerate into small, inadequately staffed, homes for 
the chronic sick. 


To avoid this danger the corporation has agreed to provide 
the capital for experimental homes whose maintenance costs 
would be shared between the hospital and the welfare 
authority according to the number of residents for whom 
each was prepared to accept responsibility. Money given 
by the people of South Africa is being devoted to this 
purpose. Unfortunately, the suggested division of main- 
tenance costs has so far not proved possible. One reason is 
that old people classed as hospital patients receive their old 
age pension either in full or im part and free maintenance, 
whereas old people classed as in need of care and attention 
are charged a minimum of 21s. a week. Such is the result 
of the attempt to co-ordinate the social services, which was 
one of the main purposes of the Beveridge Report. 


* * x 


Revolutionising the Tay Valley 


The plan for the future development of the counties 
of Angus and Perthshire has now been published for the 
East Central Scotland Regional Planning Committee. It calls 
for the elaborate reorganisation of industry and redistribution 
of population, without regard to the economic problems 
involved, which is characteristic of too many of the postwar 
regional planning schemes. The Tay Valley district has an 
area of some 2,000,000 acres and a population of under 
400,000, nearly half of which is concentrated in Dundee. 
Apart from Perth with 40,000, Arbroath with 20,000, and 
two other towns with about 10,000, the populations of the 
remaining ten burghs range from 700 to 7,000. During the 
nineteenth century, the rate of growth of population in the 
area was less than that of Scotland as a whole, and there 
has been a five per cent decline since 1901. Rural population 
has fallen steadily since the middle of the nineteenth century 
and there have been similar decreases in most of the small 
burghs during this century ; Dundee continues to grow, but 
at a diminishing rate. 


The purpose of the plan is to reverse this population 
trend. One is asked to take it as axiomatic that 150,000 is 
the ideal population of a town and that, therefore, 30,000 
people from Dundee should be partly rehoused in two 
satellite towns and partly distributed over the region. “If 
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people left the rural areas because they could not make 
living then the means must be provided to make that livin , 
The necessary housing services and social facilities ‘ 
encourage people to repopulate the foothills of the Grampians 
and Central Highlands must be provided. To provide em. 
ployment, people establishing new businesses or extendj 
old ones will be encouraged to site their works at dae 
that in many cases must be miles from the nearest railwa 
and subject to isolation by snow in winter. Furthermore i 
the theory that diversification of industry is a remedy against 
unemployment, no village must be dependent on a Single 
firm, and a limit of twenty or thirty employees per firm 
must be set. The problem is seen entirely in terms of contro] 
over the location of new building and the transplantation 
of seedling businesses from some unidentified nursery garden, 
For this purpose the successful development scheme ig 
Dundee, where general services seem capable of further 
loading, must be halted. It is blandly assumed that whet 
has been possible in a large town with seaport and main-line 
railway services, suffering from unemployment through the 
depression of an industry which once occupied nearly half 
its working population, is equally possible on a diminished 
scale in a highland village with a few hundred souls. 
Nowhere is the cost of the proposals considered. The 
provision of buildings is regarded solely as the choice of one 
site rather than another. The effect of location on production 
costs is ignored. The same nonchalant attitude to costs is 
shown in the endorsement of the local demand for a Tay 
road bridge. Such a bridge would undoubtedly benefit about 
250,000 people living north of the Tay by improving com- 
munications with the growing coalfield in Fife ; it would 













































Fiscal Probity 


It is essential to our future safety and good government 
that all leaders of public opinion, whether in Parliament 
or in the press . . . should take a deliberate view of the 
solemn responsibilities attached to their position, and... 
should resolve to abstain in future—whatever be the 
temporary triumph they may thereby have to forego— 
from arousing that “ignorant impatience of taxation” 
which, if carried much further and persevered in much 
longer, will end in rendering the wise and safe adminijstra- 
tion of this great empire a thing almost impossible. 
Already it is difficult to modify or to exchange a tax 
without raising a storm which no cautious Chancellor 
of the Exchequer will readily encounter. Already it is 
difficult to maintain inviolate sources of revenue which 
every man with the slightest insight into public business 
knows to be perfectly indispensable. Already, on more 
than one occasion, legislators, in whom class sympathies 
overpowered their sense of the imperial necessities, or 
whose thirst for popularity was stimulated by an approach- 
ing dissolution, have voted the repeal of taxes which it 
was impossible to spare; . . . All this is fraught with menace 
and with mischief: ... it should be met face to face, and 
vigorously argued down. We shall scarcely be accused by 
any who have accompanied us from the beginning, of being 
the advocates either of lavish expenditure or of needless or 
mischievous taxation: we have fought in the ranks of 
retrenchment and reform too energetically and too long 
not to have earned the right to speak our thoughts now, 
and to be listened to with patience and candour, when 
we say that England can well bear, and ought not to grudge, 
any expenditure demanded for the maintenance of the 
national credit, for the completion and consolidation of 
the national interests, for the collection of that full and 
close statistical information without which rulers must 
often be working in the dark, or for the remuneration of 


those public services which—where really rendered—it is 
not easy to overpay. 


The Economist 


March 8, 1851 
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WORLD IDEAL 


NE fact should be remembered by every- 
one who talks about the American public 
reaction over Korea, if we wish to avoid glib 


reactions of our own. 


We shall comprehend the feelings of ordinary 
Americans with sympathy if we do not forget 
that Korea has cost them casualties on a scale 
The total 
is equal to the population of a fair-sized town. 
It is 49,000. More than 8,000 homes in the 
United States mourn men who will not return. 

We should honour the memory of these American 
young men, and our own. Whatever history 
finally records of Korea, however much more we 
may learn, it will be right to remember that 
belief in a great ideal sent them to that country— 
the ideal of responsibility to enforce world law 
and order, fully accepted by a world organisation 


more than fifty times the British toll. 


of nations for the first time. 


We honour these men who died for a world ideal. 
We should think generously of the United States 


for her sacrifice in defence of it. 





Reprinted from the editorial column of 
the Daily Mirror of 22nd February. 
The Daily Mirror’s net sale—over four 
and a half million—exceeds that of any 
other daily newspaper in the world. 
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A statement 
about the 


NEWS 
CHRONICLE 


Below are extracts from a recent book ‘The 
British General Election of 1950” by H. G. 
Nicholas, Fellow of Exeter College, Oxford, { 
and Faculty Fellow of Nuffield College, Oxford. Ul 
“Tt (News Chronicle) certainly conceived of 
itself as serving a popular but intelligent 
readership which did not wish to be led in 
the blinkers of any party. 











” * * * 








It was in keeping with this attitude that the 
paper’s most distinctive election features were 
its Gallup Polls and its ‘Great Debate’, 











* * » * 








For the first time in British election history, 
a whole-hearted attempt was made to bring 
before the readers of a single newspaper the 
whole range of party viewpoints presented by 
party leaders themselves. 





» » 





* * 


Straight news was not affected by the political 
leanings of the newspaper. 


* 















* 





» * 








The News Chronicle seemed commendably 
free of special attitudes towards most issues 
and individuals.” 
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have little advantage for longer-distance communications, 
and an expenditure of upwards of £3,000,000 must be judged 
entirely in terms of local advantage. The Tay Valley has its 

roblems, but the plan not only fails to offer a solution ; it 
fails to state the problems. 


* * * 
Dutch Trade is Shattered 


At midnight on February 26th, a goods train loaded 
with Dutch vegetables was stopped at the frontier by German 
customs officials. By the following morning, Holland realised 
that overnight it had, at least for the time being, lost its chief 
markets for fruit and vegetables, and dairy pruduce for the 
duration of the German economic crisis. —The Germans had 
been importing these under quota until they decided tem- 
porarily to suspend imports from all countries in the 
European Payments Union. 

At that point, their debt to Holland under EPU was rather 
more than $100 million. Earlier, on February 21st, the 
frontier had also been closed to imports on the liberalised list, 
which included Dutch eggs and electrical products, 

In the short term the German action means that Dutch 
exporters have enormous perishable surpluses on their hands 
which must either be counted a total loss or put in expensive 
cold storage. Dutch exports of eggs to Germany were running 
at the rate of approximately {1,500,000 a month, fruit and 
vegetables at about £700,000, On the longer term, the Dutch 
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can expect that the Germans will relax their ban. What they 
Cannot expect is that trade can return to the high levels of 
1950. For Holland this is a serious blow. Under the 
auspices of liberalisation, their total exports to Germany in 
the first eleven months of 1950 rose to roughly {92 million 
including nearly £7,000,000 of butter, £13 million of eggs 
and over {7,000,000 of vegetables, for which there are no 
obvious alternative markets. 


The movement to liberalise European trade and payments 
has been based, to some degree inevitably, on a highly 
artificial structure, too inflexible to absorb the natural stresses 
that are bound to arise. When one strut snaps, others have 
to bear an intolerable strain. It is artificial primarily in its 
geographical scope ; eighteen countries which are not entirely 
complementary trading partners have agreed to free a fixed 
level of their trade with each other and to regard this free 
element as a permanent factor in their trade balances and 
their internal production. It is artificial, secondly, because 
all those eighteen countries are at different stages in their 
economic recovery. It was undoubtedly worth trying ; but, 
if only to protect the vulnerable members, it should have 
been tried on a far broader basis. Holland might not have 
suffered if Germany had been able to earn a sufficient surplus 
with other members of the EPU to finance the deficit in its 
trade with the Dutch. But within the limited field which the 
Payments Union actually covers, there was little chance of 
this being possible, 





Letters to the Editor 


FBI and the Budget 


Sir,—In The Economist of March 3rd 
it is stated that “The FBI, having 
reckoned that £300 million a year could 
be secured in this way (that is, by 
economies in civil expenditure), then 
lends support to the spreading fallacy 
that an equal further ‘ saving’ could be 
got merely by switching the capital 
financing of local authorities from the 
central government to the private 
capital market.” 


May I suggest that this statement does 
not represent the intentions of the FBI 
memorandum ? The authors of the 
memorandum did not for one moment 
suppose that by switching the amount 
of £300 million from the central govern- 
ment budget (where it appears in the 
“below the line” expenditure) and 
putting it more directly on to the 
shoulders of local authorities, £300 
million of physical resources would 
automatically be made available for 
financing rearmament. Obviously if the 
same expenditure is incurred as before, 
and there are no additional savings, the 
change would make no contribution 
whatever to the problem of financing 
ttarmament without inflation. 


The main purpose of the transfer 
Would be to throw the financial responsi- 
bility more directly on to the shoulders 
of those who are responsible for 
initiating the expenditure, and it is 
believed that such a change would lead 
‘0 greater economy than the present 
—_ of financing this expenditure by 
ultra cheap loans through the central 
s°vernment, The field of economy in 
ccal_ government expenditure is, of 
on wider than that covered by these 


The Chancellor of the Exchequer has, 
however, two closely related tasks: one 
is to keep the “ domestic ” accounts of 
the central government in good order 
by balancing the budget (or budgeting 
for a defined surplus or deficit), and the 
other is to endeavour by his own policy 
to keep the nation’s finances as a whole 
healthy, i.c., to encourage savings to 
match capital expenditure or discourage 
capital expenditure to match savings. 


The saving of £300 million referred 
to in the FBI memorandum is the gain 
to the central government budget. 


It is obviously proper when consider- 
ing the more domestic problems of the 
Chancellor in raising taxation for the 
central budget to take this saving into 
account. If there is not a corresponding 
reduction of expenditure by the com- 
munity as a whole, then to this extent 
this balancing of his own budget will 
not succeed in reducing the inflationary 
pressure. 


May I point out that the Chancellor 
is faced with precisely the same 
problem when he raises extra taxation ? 
If he raises £300 million of extra taxa- 
tion, but this is offset by a corresponding 
reduction in savings, or an increase in 
capital expenditure, his action in trying 
to avoid inflation is, to this extent, 
rendered nugatory. 


It is to be regretted that the brevity 
of the FBI memorandum should have 
caused misunderstanding, and to have 
led anybody to suppose that its authors 
fell into the very elementary error of 
which they are accused.—Yours faith- 
fully, S. P. CHAMBERS 


Chairman, Taxation Committee, 
Federation of British Industries 
London, S.W.1 


Middle East Oil 


Str,—An author should take criticism 
in good part, but I feel that the review 
of “Wells of Power” in your issue of 
February 17th is perhaps unfair in 
general and misleading in particular. 
The gravamen of the general charge lies 
in the reviewer’s objection that I failed 
to go into detail in the matter of the 1950 
negotiations for a_ revised Middle 
Eastern oil concession. The omission 
was deliberate and actuated by two 
considerations, the first that a book 
timed for publication near the crucial 
moment likely to decide failure or 
success in these negotiations might 
embarrass the negotiations if it dealt in 
detail with this subject, the second that 
on a long-term view I thought, and still 
think, these arguments may prove 
ephemeral, 


From several instances of misrepre- 
sentation or misstatement may I select 
two ? 


(i) Your reviewer writes: 


Many other facts given are plainly 
wrong. For instance, Sir Olaf dubs 
Turkey a dictatorship, which is to ignore 
the electicns of May, 1950. 


I wrote (pp. 14-15): 

At least she (Turkey) has been able to 
take on the social and political forms of 
Europe in a grave and measured manner, 
all her own. ... It is true that the 
revolution in Turkey led her through a 
stage in which her people submerged all 
loyalties to a single leader. But that 
resignation, even as Islam itself, had in 
it some quality of independent will, 
something human and not mechanical, 
which, search as one may, is not dis- 
coverable in Russia or the satellite 
States. Turkey has had her Cromwell 
and revered him, Now she moves on to 
wider fields. 


: 
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(ii) Your reviewer writes: 

He states that Russia, when Israel 
won the Palestine war, dropped the 
Arabs and took up with the Israelis, 
whereas the fact is the other way about. 
I did indeed write more or less that 

(pp. 153-4). In support one might quote 
two recent books, Mr George Kirk’s 
“ Short History of the Middle East,” and 
Sir Reader Bullard’s “ Britain and the 
Middle East.” On page 287 of his book 
Mr Kirk describes the Russian solicitude 
for the embryonic Jewish State, which, 
he points out, lost them their support in 
Arab left-wing circles. He added that 
this policy would change with ex- 
pediency. On pp. 152-3 of his book 
Sir Reader observes that Russia and her 
satellites recognised Israel immediately, 
and that Israel began her career with 
expressions of gratitude to America and 
Russia. So wrote I.—Yours faithfully, 
Steyning OLAF CAROE 


Eight Pennyworth of 


Planning 


Sir.—Your objection to Mr Webb’s 
defining as “ inflationary” the increase 
in the price of Argentine meat calls for 
some comment: 

(a) The present British economy is 
surely one of “ controlled inflation,” that 
is, am economy in which the excess of 
demand over supply is only partly checked 
at source, and otherwise is controlled in 
its symptoms—tising prices—by various 
means. 

(b) The controlled price of meat is an 
essential component of the cost of living, 
and any increase in the former has a 
direct effect on the latter, which con- 
tributes to cause a general rise of the 
salaries and wages. 


Therefore, while it is evident, as you 
say in your reply to Mrs Hall, that more 
purchasing power would be absorbed by 
a higher meat price, it is hardly likely 
that this would occur without a corres- 
ponding increase in the total purchasing 
power of the country.—Yours faithfully, 

M. BARENDSON 

Milan, Italy 


A Decimal Currency 


Sir,—£ s. d. can be converted into 
decimals more easily even than Mr 
Gardiner suggests. We need only mint 
20 pence to the florin. 10 florins make 
a pound. Mr Gardiner gets his 10 
pence to a shilling and we keep the 


shilling and the pound. Both, being 
monies of long standing, are well worth 
preserving and the disturbance to tradi- 
tion is lost. The suggestion is not 
original. I heard it first from the late 
Professor Sir Norman Howarth many 
years ago.—Yours faithfully, 
DENARIUS 


The Billion Again 


Sir,—May I take the liberty of protest- 
ing against the apparent use (in the 
artitle on “Electric Power in France” 
in your issue of February 24th) of 
“ billion ” in the American sense of one 
thousand million (10°) and not 10°, as 
is customary in England and France. 
Considerable confusion may result in 
readers’ minds if the American “ billion ” 
continues to appear on this side of the 
Atlantic ; and, while it is to be appre- 
ciated that you have an American circu- 
lation, I would suggest that the adoption 
of the American usage is a part of a 
process of depreciation of standards. 


I believe that there are many 
Americans who deplore the continuing 
tendency to use long words in place of 
short, grand titles for simple institutions ; 
the use of “university” comes readily 
to mind. This inflationary tendericy is 
most evident on the average pin-table, 
where even the smallest score is labelled 
10,000, (Compare “ transportation” for 
“transport! ”) No doubt the word 
billion makes an impressive sound ; but 
I must deplore the misunderstandings 
arising from its American sense. After 
all, as the Lancashire man said in the 
trenches, its ahr language. Why should 
we not write 2,000 m.?—yYours faith- 
fully, GorRDON MANLEY 

Department of Geography, 

Bedford College, 

University of London 

[We gave notice some years ago that, in 
all American contexts, and permissibly in 
others, we proposed to fall in with the 
long-established practice of the large 
majority of users of the English language 
and use “billion” to mean one thousand 
million. In a French context, “ milliard ” 
has the same meaning, and might have been 
used in the article to which Professor 
Manley refers, but it has never been an 
English word. 

We do not understand Professor Manley’s 
argument about the American addiction to 
cumbrous phrases instead of short ones. 
“ Billion ” is shorter than any of the alterna- 
tives. His suggestion of “ 2,000 m.” strikes 
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us as an abomination. If he js 

to write “m.” for million, why ae tan 
for thousand and “h.” for bundreg> 
Epiror.] Ja 


The Middle East 


; Sir—I do not wish to belittle the 
importance of the Turkish army, but | 
feel that many of your readers wil] 
think, like me, that your corresponden: 
in your issue of March 3rd ignores well. 
known facts when he predicts thar. of 
Greece, Turkey and Persia, “Turkey 
only is likely to stand firm in ap 
emergency.” 

Not long ago the military correspon. 
dent of The Times ended an enlightened 
article on the Greek army thus: “|; js 
probable that no small nation today can 
put into the field a better army.”—You;; 
faithfully, ARISTIDE EAtycuipes 

London, N.W.8 


A Stone in the Wind 


Sir,—Your account of the report of 
the Committee of Inquiry into the law 
of succession in Scotland is distinguished 
for its introduction of a Senator of the 
College of Justice unknown in Scotland. 
There was a Lord Morison on the bench 
some twenty years ago, but he resigned 
in May, 1937. 

Moreover, a surviving spouse in Scot- 
land has for many years, as is indeed 
clear from the committee’s report, en- 
joyed legal rights in the estate of the 
predeceasing spouse, rights which can- 
not be defeated by will. May I refer 
you to page 7 of the report where the 
committee note that in England it is only 
since 1938 that a modified system of legal 
rights has existed. 

- The recommendation which you note 
of a cash payment free of duty toa sur- 
viving spouse where there is no will is 
an extension of the present rule giving 
the surviving spouse the first {500 of 
the estate on intestacy when there are 
no lawful issue of the marriage. The 
statutory provisions at present in force 
are in the: Intestate Husband’s Estate 
(Scotland) Acts, 1911 and 1919, 4 
amended by the Conveyancing Amend- 
ment (Scotland) Act, 1938, and the Law 
Reform (Miscellaneous Provisions) 
(Scotland) Act, 1940.—Yours faithfully, 


JoaN SMITH 
Advocates’ Library, _ 
Parliament House, Edinburgh 
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theory of international! prices. 





MODERN BANKING 
By R. S. SAYERS 


When the first edition of this book was written in 1937 it was essentially 
a snapshot, through a theorist’s eyes, of banking (mainly English banking) 
in the middie nineteen-thirties. The present edition is similarly a snapshot 
of banking at the beginning of the nineteen-fifties. The material has 
changed substantially in the meanwhile : radical changes were already in 
progress in the nineteen-thirties and the Second Edition, prepared in 
1946, came too soon after the war to allow for the crystallization of the 
innovations. To allow adequately for these changes and to make room 
for other improvements almost complete rewriting of the book has been 
necessary, although much of the original structure remains. 


The only substantial change in the scope of the book is that it is now 
just a about banking, to the exclusion of any attempt to outline the 
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Books and Publications 


Good Governance 


The Economic RGle of the State. 
1258. 6d. 


The borderland between economic 
and political theory is perilous ground 
for explorers and mapmakers. Profes- 
sor Orton’s unexceptionable aim is to 
survey it in the light of fundamental 
principles—the fundamental principles 
of ethics and political theory. Of the 
fundamental principles of economics he 
remains remarkably careless; deliberately 
so, indeed, since he is concerned with 
man, not economic man, with the con- 
crete not with the abstract, but mis- 
takenly so since his neglect leads him to 
turn a blind eye to entire fields of state 
activity which any comprehensive survey 
and criticism should include. There is 
nothing in his pages about monetary 
policy, next to nothing about foreign 
trade, nothing about full employment 
and the necessity (or non-necessity) of 
state action to maintain it, there is little 
awareness of modern welfare theory and 
hardly more of the analysis of imperfect 
competition—both highly relevant to his 
theme, 


To say this, however, is in some 
measure merely to criticise the title Pro- 
fessor Orton has chosen for his book, a 
title which claims at once too much and 
too littl. Too much, for the reasons 
just given; too little, since it gives no 
indication of the scope of his more 
general discussion of the nature and 
limitations of the state. In a free society 
the state must have a monopoly of 
coercion but must be denied a monopoly 
of valuation. It is “the social structure 
through which our sense of right 
becomes articulate and effective ”—but 
only when that “sense of right” is a 
genuine consensus, a “sense of the 
meeting,” a joint discovery of the 
“natural order.” When those in control 
of the state machinery go beyond the 
implementing of the broadly agreed, 
claiming a “monopoly of valuations,” 
society ceases to be free. The same 
danger arises when the state supersedes 
the social functions of other, voluntary 
forms of association—family, church, 
union, corporation—to become either 
the universal arbiter or the universal 
provider. On the other hand the state 
cannot abdicate its.function as the inter- 
preter, in economic matters or other- 
wise, of the moral consensus. (Here 
Professor Orton takes the argument up 
to the very edge of the justum pretium 
controversy, but shies away before it is 
too late.) “The competitive economy will 
only work given certain restraints, 
decencies, recognition of the “ fair” and 
acceptable thing, not reducible to terms 
of individual self-interest; it is the 
state’s business to embody these in law, 
hot merely to hold the ring, punish 
fraud, and slap down monopolies. 


This is the economics neither of the 
neo-classics nor of Socialism but, in 
“sence, of the Papal Encyclicals from 
which Professor Orton quotes freely ; 
and it Jeads him to some very odd con- 


By William A. Ortoa, Hodge. 188 pages. 


clusions in particular cases. Altogether 
his book is best regarded as a challenge, 
a stimulus to soul-searching, rather than 
as a guide; it should be judged as an 
attempt to set the idea of the state in 
perspective rather than as a prescription 
for the proper behaviour of actual 
administrations. 


The Koreans 
The Truth about Korea. By Robert T. 


Oliver. Putnam, 178 pages. os. 6d. 


This is a book on Korean affairs up to 
and including the outbreak of war last 
June, written by an American who was 
personally involved as an adviser to the 
South Korean Government and an old 
friend of Dr Syngman Rhee. It is 
written with passion and sometimes with 
an excess of sentimentality about the 
virtues of the Koreans—to whom the 
author is greatly attached, It is never- 
theless worthy of note as a presentation 
of the case for the South Korean regime, 
which has been so overwhelmed with 


- obloquy by publicists of the Pritt-Pratt 


school that a great part of British public 
opinion now appears convinced that, 
whatever the legal issue in the Korean 
conflict, it is a matter for shame that we 
are involved in defence of so reactionary 
and unpopular a government. The 
record in fact shows a_ remarkable 
achievement of economic and _ political 
progress in a new state which started on 
its career with every’ conceivable 
handicap. 


After thirty-five years of Japanese 
direct rule the Koreans were left without 
constitutional political experience or 
qualified administrators; to this dis- 
advantage, which it needed time and 
settled conditions to overcome, was 
added the partition of the country, 
which cut off South Korea from coal and 
electric power resources essential to its 
industry. The Americans originally had 
no plans for building up a Korean state 
single-handed, and in the early days gave 
hardly any economic assistance. For 
two years they clung with fatuous trust 
to Russian pledges, and far from pro- 
moting Syngman Rhee as an American 
puppet leader, they regarded him with 
deep disfavour ; as one American official 
put it, “he has made himself so 
objectionable to Russia that he can never 
have a part in any American-sponsored 
government of southern Korea,” Even 
after Washington had been compelied 
by Russian stonewalling to give political 
and economic support to the Korean 
Republic as the only alternative to Com- 
munist rule over all Korea, heavy arma- 
ments were denied to it in order to 
refute the Russian charge that = Améri- 
can imperialism is* preventing the 
unification of Korea in order to maintain 
a military base there.” The only result 
was to leave South Korea helpless to 


defend itself against an attack with 
armoured forces. 


Mr Oliver provides some important 
Statistics about the use which was being 
made of ECA assistance before the 
North Korean invasion, and quotes an 
ECA adviser as saying “I have never 
seen a lazy Korean.” Despite many 
shortcomings, the Korean Republic last 
June was a going concern and industrial 
production was steadily rising. It was 
not a bankrupt or collapsing regime 
which the Communists set out eight 
months ago to destroy by force. 


Tou jours la Clarté 


How to Write Technical Books. By 
John Gloag. Allen and Unwin. 155 
pages. 12s, 6d, 


Authorship nowadays is thrust upon 
many who have information to impart 
but who possess neither a strong desire 
to write, nor that creative urge which 
should make communication a tolerably 
easy task. This book is meant for that 
increasing army of scribes. It is a sound 
and practical guide to the writing of 
technical books by a writer of consider- 
able authority. He is a professional 
publicist who has written many books 
on technical subjects and who has had 
to read many more. 


Since the technician is becoming an 
increasingly significant figure in society 
it is as well that he should be an intel- 
ligible technician. That is the burden 
of Mr Gloag’s primer. If the technician 
cannot write movingly he should at least 
be able to write clearly; if he cannot 
inspire enthusiasm he can, implies Mr 
Gloag, at least keep his readers’ friendly 
interest—but only if he follows certain 
rules. 


Mr Gloag takes his general method 
from that advocated by Belloc for 
addressing an audience: tell your 
audience you are going to tell them 
something ; then tell them; then tell 
them you have told them. This book— 
itself a first-rate example of how to write 
a technical book—follows that plan. In 
the first chapter the author announce; 
his intention. He follows this with a 
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description of the planning of a technical 
book, illustrated from three of his own 
books. In his third chapter he stresses 
the need for simplicity. Say what you 
mean, avoid jargon, clichés and verbiage 
—and when in doubt, cut. The suc- 
ceeding chapters should help not only 
technicians but almost anybody who has 
to write, or who wants to write, a book. 
These chapters include useful informa- 
tion about the relationship of publisher 
and author, an analysis of a typical agree- 
ment, advice on the preparation of the 
typescript, on correcting proofs, on pre- 
paring an index and on book production 
generally. The last chapter is a refresh- 
ing criticism of the obscurity of official 
forms, with suggestions for improving 
them. The book és well illustrated and 
easy to read. Mr Gloag instructs both 
practically and painlessly. 


The Devolution of 


Bureaucracy 
The Civil Service Today. By. T. A. 
Critchley. Victor Gollancz, 1 §0 pages. 


12s. 6d, 


Mr Critchley writes as a working 
civil servant having personal experience 
in a number of departments and has been 
in each of the three main grades, clerical, 
executive and administrative. He is well 
qualified to describe the service from 
the inside and this he has done, depart- 
ment by department, illustrating his 
survey with analyses of functions under- 
taken and descriptions of the life of the 
men who fill the offices. Considering the 
extent and complexity of this subject the 
result is impressive, but it does not 
make easy reading. The organisation of 
government offices is meant to be purely 
functional, is certainly fluid, and the set- 
up at any particular time is unlikely to 
arouse either a lively or an abiding 
impression among those who do not 
already have a special interest. 


Mr Critchley permits himself only 
occasional glances at current criticisms 
of civil service practice and his answer 
generally is that the service is what 
parliaments and governments have made 
it. Successive ministries have equipped 
themselves with new powers and Parlia- 
ment retains its right of detailed inquisi- 
lion at question time. These two factors 
have made the civil service large and 
ensure that its machinery will be cumber- 
some. Minor improvements can be made 
by Organisation and Methods tests and 
by intelligent establishment work, but 
the main outline is fixed by circum- 
stances properly beyond the control of 
the civil service itself. Having estab- 
lished who is responsible for the present 
state of affairs Mr Critchley goes on to 
ask in an interesting last chapter whether 
or not this is satisfactory. The main and 
obvious difficulty is sheer size. Numbers 
are so great that individuals cannot 
recognise their own work as forming part 
of a whole which has evident meaning, 
and Mr Critchley thinks there has been 
some lowering of morale as a result. He 
might have fortified this opinion with a 
fuller description of the Whitley Councils 
at work. The procedure whereby civil 
servants divide themselves into two 
parties, one representing the employer, 
the State, and the other the employees 


themselves, inevitably suffers from 
unreality. The official side must stick 
rigorously to their Ministers’ instructions. 
The staff side inevitably respond by 
grasping as a precedent every concession 
that is offered to them. The cumulative 
effect is a set of rules defining 
conditions of employment which become 
Byzantine in complexity. With such a 
background to staff relations it is easy 
to understand why Mr Critchley un- 
happily observes that the spirit of public 
service is no more than a name. 


If the defects of today’s civil service 
are due to its size the obvious remedy is 
to split it into smaller and more manage- 
able units. Unfortunately the multiplica- 
tion of departments has already gone so 
far that they can scarcely maintain a 
sensible liaison. It might, however, 
be possible to relKeve the congestion 
at the centre of the government machine 
by raising the status of the executive 
class and handing over to them 
suitable blocks of work to be handled in 
new subordinate departments. The 
administrative class might then be dis- 
tinguished as “thinkers” rather than 
deers and should abrogate their present 
claim to be above the executive even 
in the executive field. Mr Critchley 
reports that the distinction between 
executive and administrative is becoming 
blurred. One may reasonably hope that 
this process will lead not to a completely 
amorphous structure but to a redefinition 
of the roles of the classes. 


East-West Trade 


Soviet Trade With Eastern Europe. 
By Margaret Dewar. The Royal Institute 


of International Affairs, 123 — pages. 
8s. 6d. 


Miss Dewar describes the purpose of 
her study as “ simply to collect such data 
as are available on the nature and extent 
of the exchange of goods between Eastern 
Europe and the USSR (not including the 
Eastern Zone of Germany, Finland).” In 
effect she has prepared for general con- 
sumption the contents of the many 
Chatham House press cuttings on the 
subject, added a seasoning of sifted 
rumours and made certain general 
observations. Of the officially published 
news, it is sufficient to say that the book 
is exhaustive, and of the rumours that all 
have been wisely selected. Only two 
“unofficial reports” appear to be sus- 
pect, viz., that 86 per cent of Rumania’s 
national income was taken by the USSR 
between December, 1944 and February, 
1946 and that the balance of Hungarian 
reparations remitted in 1948 had to be 
used for domestic rearmament. The 
author has, however,  sagaciously 
refrained from including any of the many 
reports circulating about the influence 
of the Council for Mutual Economic 
Assistance since its foundation. 


Of the observations she makes, the 
most interesting is on the extent to which 
the USSR has replaced Germany as the 
market for and the source of supply of 
Eastern Europe. The reopening of 
transport routes and trade relations with 
the West in 1946+47 diminished the rela- 
tively large postwar share of the Soviet 
Union in East European trade. The con- 
clusion of larger trade agreements with 
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the USSR, in compensation fo 
tion of Marshall Aid and the 
Jugoslavia, reversed this trend 
By 1949 the USSR had become a larger 
trading partner in East Europe than 
Germany had been, albeit with a different 
content and distribution. Miss Dewar 
rightly holds this to be due, not to a 
deliberate preference for Soviet goods 
(since in any case the USSR anno} 
supply all that is required for theis 
expanding economies) nor to any aim of 
economic self-sufficiency, but to the 


limited range of exports offered to the 
West. 


The imposition of security export 
controls by the West not only commits 
East European trade still further to the 
USSR (and, to a lesser extent, China), 
but marks the end of a clearly defined 
period in their trade relations. To Miss 
Dewar’s narrative, this is in fact today’s 
envoi. 


T depriva. 
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Famed Invention 


Studies in Accounting. — [dited by 
W. T. Baxter. Sweet and Maxwell, 455 
pages. 23s. 6d, 


If economics is the dismal science, 
accountancy might with equally rude 
inaccuracy be called the contemptible 
art. Those who take this view of “mere 
bookkeeping “ and accept accountants as 
necessary nuisances for clearing up their 
surtax should read this admirable sym- 
posium. They will discover that the art 
of accounting displays every sign o 
intellectual curiosity, a bustle of ideas 
perhaps more vigorous than at any tme 
since Paciolo first’ laid down the pnn- 
ciples of double entry more than five 
hundred and fifty years ago. 


Professor Baxter has had the excellent 
idea of gathering into one volume a col- 
lection of essays, mainly of an academic 
or meditative character, on the histery, 
law, practice and theory of accounting 
He laments the tradition that writing on 
accounting must be dull if it is to be 
sound—and proves how absurd it is by 
bringing together a collection of lively, 
well-written, controversial and sceptical 
pieces of which any professional could 
be proud. There is a profile from the 
New Yorker about the American 
accountant of the late thirties who ws 
finally detected in the vast virtuosity of 
creating nearly two million dollars of 
non-existent assets—a tour de force that 
brought the creator much toil and ~ 
profit. It includes two chainmen’ 
speeches of the late Arthur Chamberlain 


‘of the middle thirties of truly admirable 


quality. Professor Ronald Raarcs 
series on the nature artd measurement © 
income, that appeared in The — 
tant in 1938, is almost a book in itself; 
and there is a final symposium on depre- 
ciation and changing prices. Ss of 
Throughout, the collection is 1U 
thicken ad, intellectual richness. - 
is in itself a claim that accountancy, '4! 
from being dull, can be a progressiv® 
even turbulent, art. ; 
This was the fam’d and quick 
ple oT Senne and Florence 
rich, fl 
Today it is doing more even -_ ; 
it is making its practitioners Hn 
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EMPRESS SAILINGS 


March 14 Empress of France* 
March 21 Empress of Canada* 
April 10 Empress of Francet 


* To Saint John, N.B. + To Quebec and Montreal 


Royal comfort aboard. Trans-Atlantic ease in their 
luxurious appointments. A Canadian cuisine to bring 
bliss to sea-sharp appetites. And a combined 
ocean-rail ticket to see you smoothly through to your 


Canadian or American destination. 
Minimum Fares: First Class £82-0-0; Tourist £54-10-0 
Ask about financial facilities for those visiting 


relatives in Canada. And about the Canadian Government 
Assisted Passage Loan scheme. 
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Your authorised agent or 


Canadian Qacific 


Trafalgar Square, W.C.2. (Whitehall 5100) 
103 Leadenhall Street, E.C.3. (Avenue 4707) LONDON , 
and Offices throughout Britain and the Continent. 















T HE purpose of signs is to tell 
without words. Here is a 
sign known to connoisseurs since 
1742. It stands for a whisky as soft 
as the dew, with a heart of softly- 
glowing fire. As noble a Scotch as 
any that ever came from Scotland. 


on sauce 


_ WHITE HORSE 
ee a Whisky 


Bottles 18/3, 4-Bottles 9/6, 
Miniature Bottles 3/8 as fixed by 
the Scotch Whisky 





The Staff-work of Banqueting 


FE¥E8 THE DINING PUBLIC has little idea of the 

wealth of behind-the-scenes preparation in 
kitchen and cellar which alone makes possible 
a successful function. The accumulated ex- 
perience of the Connaught Rooms in this highly 
specialised field is unequalled anywhere in the 
world. No other city possesses such an in- 
stitution as this group of banqueting rooms, all 
housed under a single roof. At the Connaught 
Rooms there is the certainty of good food and 
fine wines served to perfection, whether the 
gathering is an intimate dozen friends or a gala 
occasion for a thousand guests. 
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AMERICAN SURVEY 





Wrestling with Conscription 


Washington, D.C. 


Fo many weeks members of Congress and officials of 
the Defence Department from General Marshall down 
have wrestled with what must be counted as one of the most 
distasteful issues the United States, its government and its 
people, have ever had to face. It is the question of con- 
scription in time of half-peace. The Americans have been 
told by their best-informed leaders that they must now pre- 
pare for a decade, two decades, or perhaps “a lifetime” 
during which their security will be so threatened that they 
must do a thing which is alien to their temperament and 
against all historical precedent. They must provide and 
maintain a big standing army backed by a big trained reserve ; 
they must submit their youth to universal military service. 


It is of no comfort to the Americans to be told that the 
French have had compulsory military service since 1798, 
or that Britain’s youth has been conscripted for the last ten 
years, The Americans a long time ago set out to do better 
than that, and they have done better, by the aid of heaven 
and their geographical position. They have mobilised when 
they had to, as quickly as possible—nearly 400,000 men for 
the Revolutionary War, 500,000 in the War of 1812, about 
3,000,000 in the Civil War, 4,000,000 in the first world war, 
14 million in the second—and then, with the restoration of 
peace, they have swiftly dismantled their fighting forces and 
joyfully returned to their peaceful pursuits. 


The pattern was established at the beginning of the 
Republic. As soon as the Colonies had won their indepen- 
dence, Congress established a standing army which consisted 
of just 80 men—the minimum necessary to guard military 
supplies. Many an American general has since wrung his 
hands over what General Marshall calls “ our policy of feast 
and famine.” Spokesmen of the Defence Department 
bitterly recall that when, only a little over 20 years ago, 
General Douglas MacArthur (then Chief of Staff) publicly 
expressed the view that some money should be spent in 
peacetime on the development of tanks and other weapons, 
he was picketed by angry citizens of Pittsburgh with signs 
reading: Butter—Not Guns. General Marshall told a 
Women’s Patriotic Conference in Washington a few weeks 
ago: 

My own feeling is that our failure to provide for Universal 
Military Training in 1920, and the tragic repetition of that 
error in 1945 and 1946, are largely responsible for the call 
we must make on our young men today. I am convinced that 
it would not now be necessary to interrupt the normal course 
of their lives if we had taken the conservative, wise action— 
an effort that was defeated largely by emotional rather than 
logical reactions. 

It is true; it is all true. But there may be grave doubts 
whether an American nation which was willing to accept 
the logic of a military role in peacetime could have been 


** AMERICAN SURVEY ”’ is prepared partly in the 
United States, partly in London. Those items which 
are written in the United States carry an indication 


to that effect; all others are the work of the editorial 
staff in London. 





expected, at the same time, to preserve intact the reckless 
and generous instincts that have made it what it jis. The 
truth is that an emotional revulsion to the disruption and 
waste of conscription for war in time of peace is a charac- 
teristic of decent, free Christian peoples. Such peoples may 
recognise, but they cannot reasonably be asked to embrace 
with any fondness, a new need for turning their sons into 
soldiers. 
& 


Nowhere is the capacity of the Russians to cut their own 
throats illustrated better than in the short postwar history 
of conscription in America. By taking over Czechoslovakia 
in 1948 the Russians created the majority in Congress neces- 
sary to revive the Selective Service Act—though it was only 
by writing into the Act a provision which exempted ex- 
servicemen and limited to about 2,000,000 the number who 
could be drafted that the Congress could bring itself to take 
this abhorrent step. 


In June, 1950, the Russians set the North Korean Com- 
munists off on their predatory adventure and thereby pro- 
cured in the Congress the majority necessary to remove the 
limit on the numbers of young Americans who could be 
drafted into the armed forces. In November, 1950, the 
Russians approved the Chinese entry into Korea ; and it is 
that action which is making possible the projected new legisla- 
tion aesigned to equip the United States with standing forces 
of 3,462,000 and to establish for an unpredictable future the 
first system of universal military training the United States 
has ever contemplated. 


Something like 100 witnesses, contributing 1,241 pages ol 
testimony, appeared before the sub-committee of the 
Armed Services Committee (Senator Johnson of Texas pre- 
siding) which produced the Senate Bill. In the lower House 
a comparable committee is struggling with what promises 10 
be a rather different Bill with the same objectives. Witnesses 
of all shades of opinion have had their say from the great 
Generals in the Pentagon down to the tight-lipped mothers 
from the women’s clubs. Heartfelt misgivings have becn 
stirred by the programme the Defence Department is recom- 
mending, and the greatest controversy of all has surrounded 
the proposal that the draft should reach out to take men o! 
18—which is often to say boys who have just finished high 
school, have not yet been to college and have never held 
a full-time job. The sharp differentiation between boys o! 
19 and boys of 18, the immensely involved arguments 
designed to show that, by various expedients, it should be 
possible to make 18} the minimum draft age, might astonish 
those in Europe who have long ago resigned themselves 
to the heartaches of conscription. But the desire to -_ 
the wind to the shorn lamb, even a little, is well enovt 
understood in America. 

x 


Under the Selective Service Act of 1948 single m<? 
between the ages of 19 and 26, except ex-servicemen, oi 
been called up in numbers determined from month to der 
by the Defence Department, for 21 months’ service. Unde 
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the Bill devised by the Senate sub-committee single men of 
18 to 26 (ex-servicemen again excepted) would have been 
called up for 26 months’ service. The President in future, 
as in the past, could order the call-up of married men of 
these ages, too. 

The sub-committee has sought to soften the blow for 
18-year-olds by proposing that none shall be inducted until 
all the available 19-to-26 manpower has been absorbed. The 
effect would be to defer the r8-year-olds’ draft for over a 
year. Another provision of the Bill would allow 75,000 
selected students due for scientific and technical training to 
return to their colleges after a short basic military training. 
And the President would be authorised to appoint a civilian 
National Security Training Commission to arrange a 
universal four-to-six months’ military training programme 
when the need for rapid mobilisation has passed. 

This is rather less than the Defence Department asked, 
but it is more than Senator Morse, of Oregon, considered 
the ablest critic of the Bill, has been ready to concede. He 
has challenged the Defence Department’s figures, accused it 
of wasting manpower and denounced the system by which the 
more glamorous Air Force and Navy skim off the cream 
and get all the men they want by voluntary enlistment, so 
that the conscripted men go to the Army. But his amend- 
ments, which would have raised the minimum age to 18} 
and deferred 150,000 science students, were voted down 
this week ; and in place of his 3,500,000 limit on the strength 
of the armed services, which military leaders said would be 
a “gamble with the national security,” a 4,000,000 ceiling 
has been adopted. The Senate agreed to set the period of 
service at 24 instead of 26 months, but in other respects it 
backed up its committee. 

Without doubt, the armed forces have been caught in the 
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past wasting and bumbling and asking for a lot more than 
they need. They are not above suspicion. Yet there is 
much evidence that General Marshall, with the vivacious 
help of the new Assistant Secretary for Defence, Mrs Anna 
Rosenberg, has prepared and presented a strong case for 
a law to set the keystone into the edifice of strength American 
policy is building. To the House committee last week 
General Marshall pointed out, with faint bitterness, that 
two months ago, when the Korean picture was dark, he was 
being criticised because he had not immediately gone to 
Congress to ask for 5,000,000 or 6,000,000 men. And 
already, now that the Korean picture is brighter, he is being 
told that 3,462,000 may be too many. The Bill he gets 
may well fall short of the Bill he wants. Even so, it will 
be a manifestation of an American decision to do under the 
spur of events what has always been and still is a con- 
genitally hateful thing. 


Portrait of Taft 


[FROM A CORRESPONDENT IN OHIO] 


THE debate between Senator Taft and Governor Dewey 
over troops for Europe dramatises a regional conflict within 
the Republican party as well as a personal rivalry for leader- 
ship. As Policy Chairman of the party, the Ohio Senator 
speaks with more authority for the middle west than does 
the New York Governor for the eastern seaboard. But 
Mr Taft labours under the handicap of having his every 
word and act examined in the light of his Presidential hopes 
and prospects. 


What manner of man has Ohio, “ Mother of Presidents,” 
launched again upon the national scene, with the prestige of 
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THE NATIONAL CITY BANK OF NEW YORK 


(incorporated with limited liability under the National Bank Act of the U.S.A.) 
HEAD OFFICE: 55 WALL STREET, NEW YORK 


LONDON OFFICES: II7 OLD BROAD STREET, E.C.2 . 


Wide horizons 


THE FINANCIAL PROBLEMS of businessmen with world-wide 
interests are best solved by a bank that thinks and operates 
globally. 

Those who deal with the London headquarters of The 
National City Bank of New York enjoy the advantage of 
being served by a staff not only equipped to handle 
business in this country, but trained and experienced in the 
field of international banking. 

Moreover, the London offices can call upon the skill 
and support of over fifty branches circling the globe, in 
addition to many hundreds of banking correspondents in 
every commercially important city of the world. 

With its headquarters in New York, plus 850 banking 
correspondents throughout the United States, the Bank 
is very favourably placed to advise on the development 
of the vital two-way trade between this country and the 
dollar world. 

Today, no less than 4,500 of The National 
City Bank’s 11,000 employees are stationed } 
overseas. Every 3 seconds, they serve aclient— % 
handling his financial problems with the under- 
standing and proficiency born of over a 
hundred years of banking experience. 
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a brilliant Congressional victory four months ago and bright 
prospects for a Presidential nomination 15 months hence ? 
One might gather from his last-ditch stand on the troops 
issue that mulishness is the Taft hallmark. Characteristically, 
he has seized upon what he takes to be a vital principle and 
holds on tenaciously. But obstinacy is not Mr Taft's 
Gominant trait. No opposition leader could command the 
Congressional coalition between Republican and conservative 
Democrats without great intelligence and great energy. The 
energy was displayed during his recent campaign, when the 
Senator toured every one of Ohio’s 88 counties, made 1,000 
speeches and exhausted his party workers. His keen legalistic 
mind is unmatched on Capitol Hill in debate on the fine 
points of legislation or in sifting piles of data in search of 
@ policy. 

The key to Senator Taft’s success, and to many of his 
failures, is a painfully blunt integrity. The leader of the 
conservative wing of the Republican Party has shocked “ Big 
Business ” by advocating more social security, public housing 
at public expense and Federal aid to public education. As 


. chief author of the Taft-Hartley Act he is more cordially 


hated by the labour leaders—though not, as the Ohio election 
proved, by labour’s rank and file—than any other man in 
American history. Yet he was the sole member of Congress 
to oppose, and block, President Truman’s order drafting 
the railway strikers into the Army in 1946. Though born to 
wealth, he insists that the prodigious defence programme be 
financed out of current taxes. One Taft position can be 
safely predicted: he will fight any extension of Federal 
power until he is personally convinced it is essential and 
unavoidable. Temperamentally and as the leader of a party 
18 years in the opposition, he is not easy to convince. 


* 


This man of principle is also a man of strong prejudices. 
When he confuses his prejudices with his principles, as he 
often does in foreign affairs, he can be dismally wrong. 
It has been said that “ Bob Taft has the best mind in America 
—until he makes it up.” The quip is clever but incorrect. 
When he makes up his mind after dispassionate study of 
the facts, he is generally right. Also, he has proved that 
he can change his thinking radically on the basis of experi- 
ence. An early and bitter critic of New Deal reforms, he 
became in time a constructive force in economic and social 
legislation, as even Mr Truman once admitted. Since 1945, 
cespite much evidence to the contrary, he has been gradually 
changing his mind about America’s responsibility in world 
affairs. The Taft of 1951 who calls himself “a show-me 
internationalist ” is far removed from the pre-Pearl Harbour 
isolationist. After his re-election in November he publicly 
remarked, “only a fool would be an isolationist today.” 
He voted against the North Atlantic Treaty because it was 
“ not specific °—the legal mind at work. He opposes sending 
American troops overseas in peacetime without prior Con- 
gressional approval because that is not according to the bond. 
Yet he accepts the pact as law and favours all-out American 
aid to any ally under attack. 


The Senator is less isolationist today than most of his 
Ohio constituents. A frequently heard question throughout 
the state these days is, “ Why are we in Korea, anyway ?”. 
The “letters to the editor” in Ohio newspapers are pre- 
dominantly isolationist. So is the Senator’s mail—so heavy 
that five clerks sometimes cannot handle it. Ohioans will 
admit, under questioning, that physical isolation is no longer 
possible, but they believe the nation’s commitments now 
exceed its powers. Even General Eisenhower’s report left 
grave doubts about the capacity or the will of “ some of our 
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allies”—usually meaning France—to defend themselves 
More than any other midwestern member of Congress thete 
days, Senator Taft is the centre of conflicting forces. In 
Washington the constant presence of the emergency, which 
he is too intelligent to deny, urges him toward bipartisanship; 
but he is pulled back by emotional and political cords from 
the Corn Belt. No longer isolationist in theory, Mr Taft 
retains his old isolationist temper. He questions instinctively 
any new proposal for enlarging America’s responsibilities 
abroad. This has made him the favourite target of Eastern 
sharpshooters of the press and radio, but leaves him unscathed 
in Ohio. 


* 


Some Republicans voted for Mr Taft in November reluc- 
tantly and in spite of his foreign policy. Others who value 
him as a Senator would not want him as President. Buy 
the great majority of Ohio Republicans today would up- 
doubtedly like to see him installed in the White House as 
Ohio’s eighth successful “favourite son.” And voters jn 
both parties who like to “ back a winner,” as so many do. 
were impressed by his almost unprecedented 430,000 
majority in November. The Senator’s recent speaking tour 
of the Middle West was almost a triumphal procession. 
The Lincoln Day Republican box supper in Washington 
last month was turned into a Taft-for-President rally. The 
absence of overt symptoms of a boom in Ohio is due to the 
Senator’s own reluctance to give a go-ahead signal to his 
state lieutenants. 


Yet in December a national poll showed him running 
second to General Eisenhower and likely to defeat Mr 
Truman easily in an election held at that time. It is more 
significant, since party workers and not the rank and fie 
control the nominating conventions, that the Republican 
National Committee which met in Washington on January 
26th strongly favoured Senator Taft. Of the 65 members 
of the 105-man committee who expressed themselves, 28 
backed him, while only 12 were for General Eisenhower. 


Senator Taft has said repeatedly he will not campaign 
for the nomination, but would take it if offered. Translated 
into practical politics, this means that he will toss his hat 
into the ring if, during the remainder of 1951, Republicans 
have made clear that they want him. He must decide by 
next February, since under Ohio’s law would-be delegates 
to the conventions must file in that month, and if pledged 
to vote for a certain candidate must have his written per 
mission at the time of filing. Some observers think the 
Senator is assuming a reluctance he does not feel. Others, 
including the manager of his Ohio campaign, flatly assert 
that he will not run. One factor often ignored is the serious 
illness of Mrs Taft, who was his mainstay in past campaigns. 
A formidable obstacle is that Senator Taft would enter 2 
nominating convention of fewer than 1,100 voting delegates 
with at least 250, controlled by Governor Dewey of New 
York, Pennsylvania’s Senator Duff and California’s Governot 
Warren, arrayed against him. And it should be remembered 
that Republicans have not picked their Presidential nominee 
from Congress in 30 years. 

Mr Taft’s Achilles heel, in a national campaign, is stil 
his foreign policy position. -With the Republican Party 20¥ 
split in that field and with the intentions—and even the pérly 
affiliations—of General Eisenhower still in question, 2Y 
prediction would be rash. But his dozen years in Congress 
and especially his recent conduct, suggest that Ohio's senier 
Senator would rather be right—according to his lights— 
than President. 
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American Notes 


The FRB Scores Points 


The Federal Reserve: Board has not scored a knock-out 
in its struggle with the Treasury over interest rates, but it 
has certainly got well ahead on points. It will probably be 
some time before the exact implications of the “ full accord ” 
suddenly announced last week-end are clear. The issues 
involved are discussed more fully in a business note on page 
560. What is quite plain is that the Treasury, which had 
been having all its own way against the Board’s protests, has 
given up some ground. The compromise appears, in fact, to 
be if anything nearer to the Board’s than to the Treasury’s 
view. 

The reasons for the Treasury’s partial surrender are 
obscure. It was certainly unexpected to President Truman, 
who only five days before had appointed a special group of 
advisers to devise ways of curbing bank credit without inter- 
fering with the Treasury’s cheap-money policy. The mem- 
bership of the committee seemed to be weighted in favour 
of the Treasury view that debt policy has little to do with 
inflation, and the President’s intervention in the conflict a 
month earlier had amounted to an attempt to force the Board 
(which is not constitutionally responsible to him) to give 
way. Last week the President hastened to give his blessing 
to the accord, but neither he nor Mr Snyder, the Secretary of 
the Treasury, attempted to explain why the Administration 
had at last stopped regarding borrowing at 2} per cent as an 
inviolable right of modern government. 


The new issue of 24 per cent long-term bonds is intended 
to reduce the supply of bonds that can provide a basis for 
credit expansion by being sold to the Federal Reserve Banks. 
The new bonds will not be marketable though they will be 
exchangeable—on terms to be announced on Monday week 
—for Treasury notes that can be sold. Whether in these 
circumstances the extra } per cent will be an adequate 
inducement to conversion by many holders of 2} per cent 
bonds it is at present too early to guess. It would be rash 
to assume that the Treasury has given way so thoroughly 
that a definite halt to credit expansion has been called. But 
it seems probable that the expansion will be slowed down, 
and it is no small thing that any central bank can still force 
a Treasury to compromise. 

* * * 


Crime Without Punishment 


The Senate Crime Investigating Committee, created to 
discover whether crime was a business which, in crossing 
state boundaries, called for federal control, has submitted 
its interim report before moving on to a rousing finale in 
New York. This leaves no doubt that there is an extensive 
and lucrative inter-state commerce in crime, nourished by a 
$20 billion a year blood-stream of illegal gambling and 
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controlled by two major crime syndicates, one operating 
between Miami and Chicago, the other between Miami and 
New York. 

The most shocking and damaging part of the report is 
that dealing with official connivance and laxity on the Federal, 
state and local levels. The Federal culprit is the Bureau of 
Internal Revenue, which, the committee charges, accepts 
from known gamblers and criminals income tax returns no 
law-abiding citizen would dare to sign. In the states, it 
reports substantial contributions from gambling elements 
to the campaign funds of two Democratic Governors, Mr 
Forrest Smith of Missouri and Mr Warren of Florida—but 
notes that gamblers regularly contribute to both parties when 
this seems likely to show a return. In California the Attorney 
General’s office was involved in a brazen attempt to organise 
a state-wide system of protection for rackets of every kind. 
In virtually every city the committee visited there were 
alliances between criminals and the police. 

The creation of a new federal unit, either a Congressional 
body or a Crime Commission, to keep watch on the battle 
against organised crime is expected to be one of the com- 
mittee’s recommendations, which it must submit by March 
31st. Others include control of the interstate transmission 
of gambling information and money for bets, special treat- 
ment for the tax returns of known criminals, and strengthen- 
ing of Federal law enforcement agencies. All these are rather 
gentlemanly, long-term approaches to the underworld, though 
it must be remembered that Al Capone was only brought 
to justice on an income.tax charge. But the reader is left 
wondering why, if these ‘criminals and their activities are so 
well known, they are not simply jailed. Frank Costello, the 
alleged head of one crime syndicate, has spent just ten months 
behind bars—for illegal possession of a pistol at the age of 24. 

What is certain is that Senator Kefauver, the Democrat 
who heads the committee, has done his country a signal 
service—and what is equally certain is that the gratitude of 
his party will be tempered by fear of the political conse- 
quences. Crime flourishes in big cities, and, as it happens, 
most of these are under Democratic control. Combined with 
the dirt thrown up in the investigation of the Reconstruction 
Finance Corporation, the Democrats run the risk of being 
associated firmly in the public mind with crime and corrup- 
tion, as the Republicans have always charged they were. 

* *x * 

Thaw for Prices 

The stabilisers last week began a piecemeal and tem- 
porary thawing out of the prices frozen so hastily late in 
January. Shops selling clothing, footwear, furniture, fur- 
nishings—some 70 per cent of all non-food sales—will from 
March 29th be able to raise their prices, to reflect increases 
in the cost of the goods they buy, so long as their percentage 
mark-ups remain what they were on February 24th. 
According to Mr DiSalle, the Price Administrator, the thaw 
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will be short-lived ; and later “ prices will be put back into 
the deep-freeze for the duration.” Some relaxation was 
urgent, because at the time of the freeze wholesale prices 
had risen by 15 per cent since the Korean outbreak, while 
retail prices had risen by only 6 per cent. 


Further orders, expected shortly, will extend this fixed- 
margin type of price control—used during and after the last 
war— to food stores (though here Mr DiSalle proposes to 
furnish the proper percentage mark-up himself), to other 
retail shops, and perhaps to manufacturers. But these are 
all temporary expedients ; the final goal still remains the 
fixing of dollars and cents ceiling prices for most goods. 
These will be infinitely easier to police than ceiling prices 
which vary, widely and quite legitimately, from one shop to 
another. 


What worries retailers in the present order is the threat 
of a “ roll-back” to pre-Korean margins and the degree to 
which they may be required to absorb increases in overhead 
costs and permitted increases in manufacturers’ prices. The 
first such relief has gone, as was expected, to the auto- 
mobile manufacturers, who were caught in a preliminary 
freeze in December. They will be allowed to increase their 
prices by 34 per cent to compensate them, though only in 
part, for increases in labour and materials costs in 1950, 
which they were prevented from passing on. Dealers will 
only be able to raise their prices by the actual dollars and 
cents increase to them. The disgruntled labour unions, 
noting the record profit of the General Motors Corporation 
in 1950, will take this as additional proof that the stabilisa- 
tion machinery is being run in the interests of business, 
rather than that of the plain people. But still further price 
increases probably became inevitable when, a few days after 
established cost-ofdiving clauses in wage contracts were 
recognised as sacred, the General Motors Corporation, the 
Ford Company, and the Chrysler Corporation agreed to a 
five-cent an hour increase to offset the rise in living costs 
to January. 


Water by Commission 


The bulky report of the special presidential commission 
on “A Water Policy for the American People” shows that 
America’s water, the most plentiful of its natural resources, 
is, like the country’s other natural resources, unable to keep 
up with the phenomenal growth in population and prosperity. 
In order to safeguard this vital asset from wastage, the com- 
mission proposes that the conglomeration of laws dealing 
with the subject be rewritten and that a whole new network 
of organisations be set up to co-ordinate the development of 
each major river basin separately and to be itself co-ordinated 
by a Federal Board of Review. The recent shortage of 
water in New York City, on the wet east coast, and the 
regular and devastating floods in California, on the dry west 
coast prove not only that co-ordination is needed, but also 
how involved it will be. 


Flood control and the provision of adequate water for a 
growing population are probably the two most important 
aspects of the problem. But the commission discusses many 
others ; the growing population has a growing appetite and 
farm land must be irrigated and reclaimed. New industries, 
such as synthetic rubber and atomic energy, use more water 
than old, and pollute rivers and underground water supplies 
éven more dangerously. An expanding economy needs more 
hydro-electric power and better waterways ; with a rising 
standard of living, more water is needed for air-conditioning, 
swimming baths and so on. Los Angeles is the outstanding 
example of a city that is outgrowing its available water 
supply, but there are others in serious difficulties, even 
though New York’s troubles arose from delay in developing 
the local watershed rather than from any inadequacy of 
potential supplies. 
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The commission thinks that Los Angeles’ idea of distiljin 
sea-water is unnecessarily extravagant at present, but should 
be studied. It also feels that further attention Should be 
given to the rain-making and cloud-seeding experiments that 
have apparently been so successful in the arid south-west 
and which led to the formation of a National Weather 





Improvement Association Inc. in Colorado recently. Senator 
Clinton Anderson, of New Mexico, has introduced a Bill, 
providing for a Federal Commission, on the lines of the 
Atomic Energy Commission, to control these undertakings 
and to protect rainmakers from damage suits brought by 
those who would rather have been left high and dry or 
who suspect that their showers have been stolen. Clouds 
certainly engage in inter-state commerce and would therefore 
seem to be a subject for federal regulation. But many state 
legislators think differently and so do the rainmakers, who 


_ believe that federal supervision would restrict, if not prevent, 


their experiments. 


Local and business interests are even less enthusiastic 
about the attrition of their powers that would result from 
the presidential commission’s proposed water policy. The 
Main Opposition to such river development projects will 
presumably come, as it always does, from the private electric 
power companies. But, although the President has promised 
to consider what action is needed, in view of the commission’s 
report, a great deal of water is likely to have passed under 
the bridge before much is done. 


Shorter Notes 


The bulk of the Connally-Russell resolution, approving 
the dispatch of American troops to Europe, has now been 
accepted by the Senate Foreign Relations and Armed 
Services Committees. They have rejected the Republican 
proposal to require the assent of the House, as well as the 
Senate, and have turned down that part of Senator Lodges 
alternative version which would have insisted that the maj0t 
contribution of the United States should be in the form o 
air and naval strength. All that remains to be decided, before 
the resolution is ready for consideration by the Senate, 's 
whether a joint Congressional committee should be created 
to supervise the programme. 

* 


President Truman has asked a special commission, headed 
by Mr William Paley of the Columbia Broadcasting Sys'¢™: 
to study the long-term, as distinct from the immediate 
defence, aspects of the country’s requirements and suppbes 
of industrial materials. The group is to report within nin¢ 
months on the likelihood of shortages and on the adequéy 
of government policy and industrial practice. It is to recomir 
mend ways of balancing supply and demand so that ™ 
shortage of raw materials endangers either the 04 
security or future economic expansion. 
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THE WORLD OVERSEAS 
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China’s Economic Strength—] 
elaietader tot vise. west RES 


Manchuria—Key to the Five Year Plan 


(By a Correspondent) 


HE Peking Government recently attempted to draw up a 

balance of the economic achievements of the first 
year of its rule over the whole of China. Most of this 
maicrial has now sifted into the Soviet economic journals, 
which are devoting much space to the situation in China. 
Unfortunately the same system of presentation is used as for 
Soviet statistics: absolute figures are often avoided and 
replaced by percentage increases related to some unrevealed 
plan, or to an unknown figure in the base year. Faute de 
mieux, however, recent Soviet comments allow at least a 
glimpse of the present trend in the Chinese economy. 


In 1950 China seems to have had the first budget for years 
that was not doomed from the start to succumb under 
inflationary pressure, though the subsequent influence of the 
Korean war on the original estimates is not known. To 
enforce its financial policy the government needed efficient 
administration ; therefore, as a preliminary step to balanced 
budgeting, it carried out an administrative reform. Briefly, 
the thirty or so provinces have been grouped in six adminis- 
trative and one autonomous (Inner Mongolia) regions. Each 
regional government has been given sufficient independence 
and scope to adapt itself to the varying local circumstances. 
But, in exchange for this partial decentralisation, it must 
be an obedient and efficient tool of the executive policy of 
the central authority. 


This policy seems to have paid dividends. In the original 
budgetary estimates for 1950 expenditure was to exceed 
revenue by 18 per cent (to be made up partly by a loan and 
partly by note issue), which for China seemed very little. 
Subsequently the government considered that even this 
deficit was too large, and it decided to balance the budget 
through cuts in the expenditure on administration, though 
not on defence. 


OVERALL CHINESE BupGET EsTIMATES FoR 1950 
(Per Cent of the Total) 


Expenditure Revenue 


Defence ...sesce sulin se 38-8 Agricultural Tax ...... => 
Administration ........ 21:4 Cee TOMES. oo ck vcs sce 38°9 
Grants for Public Enter- Revenue of Public 

Pee .. osbn capa 23-9 es a Li: 
Education and Health.. 4-1 Revenue of Public Trade 2-4 
Subsidies for Local Govt. 2-3 Other Revenue ........ 0-2 
laters st on N.E, Chinese 

LOOM. weninaicteaa ee 0-1 

INOSOI VES. nic tebbaneuan 9°4 


In making defence by far the biggest single item on the 
expenditure side this budget does not differ much from its 

uomintang predecessors. Likewise, expenditure on 
administration is still five times that on health and education, 
‘N a country where some 80 per cent of the inhabitants are 
literate. A notable change, on the other hand, is the almost 
total cancelling of the National Debt services and the con- 
siderable percentage devoted to investment in state industry. 


Besides the cut in administrative expenditure another 
Measure aimed at curbing inflation was the decree compelling 
Public enterprises to deposit in the National Bank all their 
unds, except those needed for current expenditure. Thus, 

tween March and September of last year the deposits in 


the National Bank of China rose sixteenfold.. Dealings in 
foreign currencies have been forbidden. 


All these measures must have had their effect, since the 
value of the new currency was stabilised. The rate of interest 
fell from its astronomic height, though it still is far from 
low. In February, 1950, the monthly rate of interest on 
loans in private banks was: 42 per cent in Shanghai, 63 per 
cent in Tientsin and 45 per cent in Hankow. This exorbitant 
rate was obviously a sign of the rapid depreciation of 
currency. By May the rate had fallen to 3, 44, and 4} per 
cent, respectively. The rate in the National Bank was still 
2 to 3 per cent per month. 


Taxes are often paid in kind (e.g. foodstuffs) and their 
disposal is controlled by the National Bank. The government 
thus exercises a great influence on food prices. This, com- 
bined with the control of currency and the banking policy, 
has led—according to Peking—to a fall in prices. The 
National Bank price index for 80 commodities, with February 
1950 as 100, fell by May to approximately 80 in Canton, 76 
in Peking, 75 in Tientsin, 74 in Shanghai, 66 in Hankow— 
and on an average throughout the country to 71.2. If it is 
true that this fall in prices has resulted in a substantial rise 
of real wages, the government will have strengthened the 
support of the workers for its policy of nationalisation. 


Legacy Of The Japanese 


This policy in industry was facilitated by the fact that 
the government inherited from the Japanese a large propor- 
tion of big factories, particularly the heavy industry, the 
centre of which the Japanese shifted to Manchuria. Thus 
heavy industry is now nationalised and the larger private 
industrial and trade establishments are controlled by the 
state to the extent of 70 per cent of the output of coal, 90 
per cent of steel, 50 per cent of pig iron, 70 per cent of 
machine output, and 78 per cent of electric power. Part of 
t.e light industry, the whole of the foodstuffs industry and 
two-thirds of shipping are still privately owned. But, as 
during the NEP period in Russia, the government controls 
private industry through its hold on the supply of raw 
materials, through state contracts and through its credit and 
taxation policies. 

Workers’ control in nationalised industries is more reminis- 
cent of Russia immediately after nationalisation than of the 
present Soviet system. In Russia, at present, the director 
exercises exclusive control of the firm and is responsible only 
to the appropriate ministry. In China, too, each factory is 
headed by a director ; but he must share command with an 
administrative committee, elected by the workers once or 
twice a year. The committee has a say in the establishment 
of the production plan, in the matter of wages, wage-scales, 
taking on and dismissing workers. In bigger factories there 
are fortnightly meetings of workers’ delegates, at which the 
administrative committee reports on its activity. 


The plans of production are established in the various 
industries under the guidance of the Ministry of Heavy 
Industry. At the end of 1950 the government’s financial- 
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economic committee made it known that it is preparing a 
plan for 1951 and also a five-year plan. Up to the end of last 
year 22,320 kilometres of railway line, out of a prewar total 
of 24,794, had been restored to use. Progressively the govern- 
ment is getting the situation in the textile industry under 
control. Already in 1947 with some three million spindles 
restored China claimed to be the biggest textile nation in 
Asia. Now, with 5,200,000 spindles, China seems to have 
regained its prewar capacity, but this requires at least 550,000 
tons of cotton. In 1949 the total crop was only 415,000 
tons, of which only 150,000 went into factories. In 1950 
the crop was already 650,000 tons. This year the govern- 
ment plans to double the output of cotton mills. 


Though national targets are set for industry the main role 
in reconstruction is played by Manchuria. All the Chinese 
economic plans seem to depend on the return of this region 
to full productive power. In 1936 Manchuria produced 
over 12 million tons of coal and nearly 2,000,000 tons of 
pig iron ; by 1941 the Japanese planned to produce 28 million 
tons of coal, 5,000,000 tons of pig iron and as much steel. It 
is estimated that their peak output reached 30 million tons of 
coal and, together with North China, 3,000,000 tons of steel. 
Obviously the war and Russian dismantlement crippled for a 
time the Manchurian economy. But it must be remembered 
that by 1948 in China proper the output of pig iron was only 
just Over 10,000 tons and of steel below 50,000 tons. When 
it is realised that Manchuria has three times as much 
industrial labour, particularly skilled labour, as China proper, 
then its vital importance is clearly seen. 


Outwardly Manchurian industry is working at full steam. 
According to Chinese data 90 per cent of factories are work- 
ing again, but a further analysis shows that they are working 
with much reduced machinery. Thus, for example, in 1949 
the metallurgical industry had only 25 per cent of its war-° 
time machinery, though it produced 42 per cent of its peak 
wartime output. The same ruthless exploitation of 
Machinery is noticeable in all industries. 


The targets for industrial development in 1950 were very 
high. Pig iron output was to rise fivefold, coal output by 55 
per cent, textile production by 132 per cent. Both the low 
level of available plant and the very high targets for industrial 
development indicate that an estimate of Russian dismantle- 
ment and removals at some 70 per cent need not be 
exaggerated. On the other hand, it would also indicate that 
the Chinese Government is relying on the speedy return of 
these plants by the Russians. Manchuria is the key to 
Sino-Soviet relations as China needs, to accomplish its indus- 
trial revolution, not only the return of machinery, but also 
the assistance of Soviet technical experts. Manchurian output 
is the basis on which the forthcoming five-year plan must 
stand or fall ; for, at least in the near future, it is destined 
to play the same role in China as the Donbas played in the 
beginning of the industrial drive in the Soviet Union. 


(To be continued) 
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Storms Around De Gasperi 


[FROM OUR ROME CORRESPONDENT] 


On the eve of his well-timed visit to London, which ha: 
brought forth some positively cordial interpretations of the 
British position in the Italian press, Signor De Gasperi 
has had to meet one of the more serious of the revolts 
which from time to time remind the public that the 
premiership is a competitive post, not a life appointment 
The last disturbance of comparable gravity was a litte 
over a year ago. It originated with the withdrawal of 
Signor Saragat from the vice-premiership in consequence 
of one of the periodic campaigns for the formation of ; 
grand united Social Democratic Front ; it gained momentum 
from the pleasure in that development shown by a Chris- 
tian Democrat fraction which is at one and the same time 
much to the Left in social ‘policy and somewhat militantly 
clericalist, and would gladly be quit of the alliance with 
the anti-clerical Social Democrats; and it ended, some 
what oddly, after a prodigious overhauling of everyone's 
general social and economic formulas, with the reconstruc 
tion of the Government leaving out the Liberals (that is 
to say the non-clericalist and non-Fascist Conservatives), 
Signor De Gasperi’s national leadership was supposed 10 
hav: been considerably shaken by the difficulty of the 
negotiations, the defection of the Liberals, and the evapor- 
tion—during the crisis—of part of the Saragattians who 
departed to join the new PSU (Romita-Silone United 
Socialist Party).. It must be said that the weakening has 
not been apparent to the public. The Communists’ inter- 
pretation of the crisis as a trumpet of doom defeated its 
own ends by its exaggeration. And other questions, parti- 
cularly rearmament economics and the threat of inflation, 
have come uppermost, relegating to a secondary place the 
subjects of dispute of a year ago (agrarian reform and public 
investment for peaceful purposes). Thus a year passed 
without a serious challenge. 


This February’s disturbance which will Jast on at least 
well into March, springs altogether from inside the Christian 
Democrat party. Its first serious manifestation was at 4 
meeting of its group of deputies to consider the Gover- 
ment’s Emergency Powers Bill (giving faculties for con- 
trolling markets, supplies and prices over a period of two 
years). There were 189 favourable votes, 30 contrary, and 
55 abstentions. After the meeting assurances were given by 
some of the “opposition” that when it came to voung 0 
parliament the party would be compact. This was ‘a 
from being the case. On a technical issue the Government 
was put in a minority of 5, and on a more important but 
secondary measure, relating to methods of collecting data 02 
raw material stocks, the majority was only 16. Voung 
is by secret ballot whenever requested by ten deputies 
request which the Communists in these circumstances #¢ 
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not slow to advance) so there can be no specific remonstrances 
by whips, or expulsions. Actually about 30 Christian 
Democrat deputies seem to have voted against the Govern- 
ment while about seventy stayed away from the house. 


Revolt of the “ Wasps ” 


The challenge to De Gasperi from inside the party comes 
from two quarters, but is essentially and chaotically variegated. 
The smaller group of rebels is headed by the restless Presi- 
dent of the Chamber, Giovanni Gronchi, whose main though 
shifting platform at present is the advocacy of a sort of armed 
neutrality for Italy in world politics. The chief weight of the 
rebellion in the party has, however, been provided by a 
larger and looser group of rebels known as the “ Wasps,” 
from the name of the premises where they meet. .They are a 
right-wing group, and to some extent have grown out of a 
movement initiated by Deputy De Martino a, year ago ‘to 
shelve the ag” arian reform, as accepted by the Cabinet, and to 
replace it by something much more bland and gradual. No 
fewer than 160 Deputies or about half the Christian Democrat 
representation, were said then to favour that scheme. 
It was withdrawn, however, after De Gasperi had 
designated the agrarian reform programme as a question 
of confidence. De Martinism has, however, played its part 
in delaying the arrival of the basic reform law on the Statute 
book. What have so far been voted, and are going into 
piecemeal application amid distressful comments and 
headshaking from landed quarters, are the “ Sample Law ” 
concerned primarily with selected land-starved communities, 
and the Southern Fund Law, which provides for expenditure 
of 100 milliards annually for ten years on investments con- 
nected mainly with the reform. 


The new revolt of the “Wasps” ostensibly concerns 
not the agrarian reform—though many of them hold that 
the Sample Law is quite enough for a long time—but the 
Government’s demand for emergency powers for two years 
for the regulation of trade, supplies and prices, in view of 
ihe rearmament emergency. The powers sought have been 
considered excessive by many constitutionalists . and 


economists outside the Christian Democrat Party. It appears,’ 


however, that inside the Christian Democrat Party the con- 
trary votes and abstentions are due to a great variety of 
motives ; the “ Wasps,” who are on the whole opposed to all 
economic planning, being incongruously assorted with all sorts 
of Leftists who want a great deal more than is promised. 


What all probably join in desiring is a shake-up of the. 


Ministry and portfolios for new men. 


It is not impossible that Signor De Gasperi may be forced 
to something of the sort, if not by the goadings 
of his own impatient followers then by a resurgence of 
the idea of a united (anti-Communist) Socialist Opposition 
towards which Saragat would feel a:compulsory attraction. 
Saragat himself is already outside the Government, so as 
to be able to give full attention to the development of 
inter-Socialist politics. But three Cabinet posts and some 
under-secretaryships remain in his party’s hands. Their 
resignation would probably involve that of the Government. 
The Cucchi-Magnani defection from the Communist Party, 
and the simultaneous defection of Carlo Matteotti from the 
wholly Sovietised Nenni party, have roused some hopes 
that these disillusioned elements of the extreme Left may 
shortly fall into a line of common action with the PSU 
(mostly ex-Saragattians), and be joined by Saragat himself. 
That would undoubtedly signify a big change in the parlia- 
mentary situation and De Gasperi might feel that his specific 
mandate as head of the 1948 election coalition had come 
to an end. As yet, however, the PSU (Romita and Silone) 
cannot manage to bring both the ex-Communists and the 
Saragattians under a single roof. De Gasperi_ therefore 
temains, though once again somewhat storm-shaken, at 
the head of affairs. 
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Soviet Economic Progress 
& 





Lag in Agriculture 


[BY A CORRESPONDENT] 


DurinG the last five years progress in agriculture was not 
comparable with the achievements in industry. Here the 
Plan has not been fulfilled, except in cotton and sugar-beet, 
where it has even béen exceeded. The grain crop of 1950 
fell short of the targets ; in livestock, although the position 
was even worse, the Government raised somewhat the targets 
in a Special new Plan published in 1949. 


The ravages of war, shortages of machinery and the 
calamitous drought of 1946 offer part of the explanation. 
Since 1946, however, climatic conditions have improved and 
there has been a steady flow of machinery to the collective 
farms. At the close of 1948 the number of tractors in the 
countryside was already roughly the same as before the war. 
In 1950, 90 per cent of ploughing and sowing was done with 
tractors, and more than half the crop was gathered by 
harvester-combines. -.Yet, as the table below. shows, the 
dramatic recovery of agriculture in 1947-48 was followed 
by relative stagnation in subsequent years, when the equip- 
ment of the farms was much better: — 

GRAIN PRODUCTION 
(000.000 Metric Tons) 


— 


ED Ga vcs bade vethieniemneds 119 1948 118 

BOGE cdickivicenvewcasumne 8&0 1949 124 

SUR an Fake che eseus sia aes 70 1950 124 

MGR: snp tacceairhencckaues 110 1950* 127 
* Planned. 


The yield per acre has not risen very substantially and 
seems to be somewhat less than the 4.85 quintals, which is 
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claimed to te the average. The total area under cultivation 
is still less than before the war. In 195§0 the total cultivated 
area was nearly 15 million acres greater than the year before, 
yet the crop was exactly the same in both years. The lower 
average yield in 1950 may be partly explained by the 
drought which hit the Caucasus. 

The Government does not seem to be unduly alarmed 
by this situation. The grain crop was still approximately 
5 million tons higher than in the prewar record harvests 
(1937, 1940), which had enabled the Soviet authorities to 
build up reserves for the war. The ‘rise since 1940 has 
been proportionately greater than the growth of population. 
The supplies to the state of the d commercial grain 
may be estimated at nearly 40 per cent of the total crop, i.c., 
roughly some 50 million tons. This should be sufficient to 
feed the more than 70 million urban dwellers, to supply 
bread to the farms which do not produce grain, and to leave 
a big surplus for stocks. But the non-fulfilment of the Plan 
may have prevented the Soviet Union from increasing the 
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export of grain, which might have served as a political 
trump card, particularly in Asia. 


Rising Urban Population 
But the problem of agricultural expansion is fairly acute. 


_ The urban population of the Soviet Union is growing fast. 


Between 1926 and 1939 it rose by nearly 30 million. The 
process was slowed down by the war, though even then 67 
new towns were built, 53 of these behind the Urals. Further 
urbanisation is planned ; but it may be hampered by the 
inadequate growth of agriculture, especially in Asiatic Russia. 

The gap between the original plans and the actual achieve- 
ments is even wider in livestock. Shortage of cattle 
has been a chronic illness of Russian agriculture since 
the October Revolution. The Civil War, the famine of 1921, 
the mass slaughter of cattle and horses by the peasants 
during collectivisation greatly depleted stock. To restore 
it the Government organised before the war special cattle- 
rearing farms, and even encouraged private rearing. A cow 
in every rural household was Stalin’s slogan. Then came the 
losses of the war. Hitherto these have not been made good, 
and the Plan has not been fulfilled : — 


Livestock 
{In Millions) 
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The quantities of meat and milk supplied to the t 
have Eaxhonisd. but this could not outweigh the pai a 
in livestock. . 


Sugar beets and cotton are the only agricultural Products 


in which both the prewar level and the targets have been 





exceeded : — 
(In Million Tons) 
Cee 

1940 | sso | 0 

| Target 
Seager Dette 0 on<- cawssixgn iH wliegenan 21-8 27:25 | 
CUE ns 0s 650800685 006404 0bsR nO 2-7 3-65 31 
‘icin eters é oe ee a are 


Large scale cultivation of cotton started in the Soviet 
Union only in 1928. Now Uzbekistan is the main cotton pro- 
ducer, accounting for more than half of the total crop. The 
collective farms of that region are amongst the richest in the 
Soviet Union. Generally, there is much scope for further 
development of cotton cultivation in Soviet Central Asia, 

The most publicised features of new agricultural develop. 
ment are those designed to protect Soviet farming from the 
periodical natural calamities and to reclaim desert land. A 
15-year plan of afforestation was proclaimed in 1948. |; 
received the imposing title of “ Stalin’s Plan for Changing 
Nature.” Forests were to be planted as a protection against 
sand drifts ; snow reservoirs and ponds were to be built to 

eserve moisture. Soviet propaganda was mobilised to 

Ister this venture ; the composer vich was even 
commissioned to produce a symphony on this topic. But 
it soon became clear that the “ Stalin Plan ” was inadequate. 
New plans to combat drought and increase the area under 
cultivation have now been launched. These are to be com- 
bined with a huge programme for the development of power 
Stations, In addition, 65 million acres of desert or othe: 
land perpetually threatened with drought in the Volg: 
region, in Central Asia, in the northern Crimea and Southern 
Ukraine are to be irrigated by canals. 


Development Of Central Asia 


The greatest works are to be carried out in the region of 
the Caspian Sea between the rivers Volga and Ural (some 
30 million acres are to be irrigated here) and on the iiver 
Amu Darya in Turkmen SS.R., where the desert, covering 
87 per cent of the land, is to be ed for cotton cultiva- 
tion. The scope of plans for this region may be gauged from 
the project to build a canal nearly 700 miles long through the 
Kara Kum desert. The irrigation plan covers also the Euro- 
pean provinces—e.g., it provides for the linking of the Volga 
and the Don near Stalingrad, which is not quite a new 
project—yet the main stress is on the development of Central 
Asia. Similar projects were already being considered before 
the war. Some attempts at fighting drought in Central Asia 
were made, particularly in Fergana Valley. But the 
methods were still primitive. Now the job is to be carried 
out with the aid of modern inery, which is to be sup- 
plied through the new Five Year Plans. Local manpower, 
from state and collective farms, is to be used for these 
gigantic works. 

These agricultural plans, coupled with the scheme for 
“ agrotowns,” are not less anid or less difficult of attain- 
ment than are Stalin’s objectives for industry for 1965 ° 
even 1960: 60 million tons of steel, 60 million tons of ol, 
and 500 million tons of coal. The fulfilment of these targets, 
it is proclaimed, should mark the beginning of a new ¢, 
“the transition from socialism to communism.” 


* 


Correction.—In the table on 


494 of The Econom! 
of last week some of the figures 


the Suviet 1950 plan 
targets were incorrectly given. The correct figures should 
read: artificial fertilisers, 5,100,000 tons; cotton fabrics, 
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Beceeahese 


Under the auspices of the Medical Research Council 


practical research was undertaken in the Simon engineering 
works on a new type of dressing for minor injuries. 
Investigations by the sister-in-charge of the Simon health 
centre and a member of Manchester University, supervised 
by the Simon Engineering Group's medical officer, gave 
positive results which may be useful to industry at large. 
The new dressing brought about an average saving of 
twenty hours in the treatment of every hundred minor 
wounds, with benefit to the patients, the first-aid staff 


and the works output. 
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Opportunity 


EVERY YOUNG MAN employed by John Laing and Son Limited 
knows what opportunity means. He knows that directors and 
executives have worked their way up and that the same road 
is open to him. 

His ambitions will be encouraged. Then he will be givena 
chance to prove any latent ability and, once prowd, to develop 
it both by study and by practical experience. 

This policy of selection, training and promotion, initiated 
30 years ago, is fundamental ; for the firm’s capacity to-day 
consists, first and foremost, of the knowledge, the skill and the 
will of men—men who have worked, and are working in a 
climate of opportunity. This fact is one more guarantee of a 
good job for those who entrust their construction to John 
Laing and Son Limited. 





For speed and efficiency in building and civil engineering 
JOHN LAING AND SON LIMHTED Established in 1848 
London, Carlisle, Johannesburg, Lusaka 


PBeecoshts 


The MASTER DUPLICATOR 


. «gives copies in colour—without ink, without 
stencils, without gelatine, without type, without 
changing drums, without cleaning the machine. 





All that is needed is a sheet of paper, a 
transfer sheet, a typewriter or pencil—and a 
Banda—to produce : 


Copies of all drawn, written or typed work, 


Copies in as many as seven colours at the 
one operation. 


Copies that can be written on in ink. 


Copies—up to 300 in a few minutes. 


Write for details and specimens to : 


BLOCK & ANDERSON LTD. 


58-40 KENSINGTON CHURCH STREET, LONDON, W.8 
Telephone: Western 2531-6 
BRANCHES THROUGHOUT GT. BRITAIN. 
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claimed to Be the average. The total area under cultivation 
is still less than before the war. In 1950 the total cultivated 
areca was nearly 15 million acres greater than the year before, 
yet the crop was exactly the same in both years. The lower 
average yield in 1950 may be partly explained by the 
drought which hit the Caucasus. 

The Government does not seem to be unduly alarmed 
by this situation. The grain crop was still approximately 
§ million tons higher than in the prewar record harvests 
(1937, 1940), which had enabled the Soviet authorities to 
build up reserves for the war. The ‘rise since 1940 has 
been proportionately greater than the growth of population. 
The supplies to the state of the so-called commercial grain 
may be estimated at nearly 40 per cent of the total crop, i.c., 
roughly some 50 million tons. This should be sufficient to 
feed the more than 70 million urban dwellers, to supply 
bread to the farms which do not produce grain, and to leave 
a big surplus for stocks. But the non-fulfilment of the Plan 
may have prevented the Soviet Union from increasing the 
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export of grain, which might have served as a political 
trump card, particularly in Asia. 


Rising Urban Population 
But the problem of agricultural expansion is fairly acute. 


_ The urban population of the Soviet Union is growing fast. 


Between 1926 and 1939 it rose by nearly 30 million. The 
process was slowed down by the war, though even then 67 
new towns were built, 53 of these behind the Urals. Further 
urbanisation is planned ; but it may be hampered by the 
inadequate growth of agriculture, especially in Asiatic Russia. 

The gap between the original plans and the actual achieve- 
ments is even wider in livestock. Shortage of cattle 
has been a chronic illness of Russian agriculture since 
the October Revolution. The Civil War, the famine of 1921, 
the mass slaughter of cattle and horses by the peasants 
during collectivisation greatly depleted stock. To restore 
it the Government organised before the war special cattle- 
rearing farms, and even encouraged private rearing. A cow 
in every rural household was Stalin’s slogan. Then came the 
losses of the war. Hitherto these have not been made good, 
and the Plan has not been fulfilled: — 


Livestock 
(In Millions) 





Horned | Sheep 
Cattle |andGoats| is 





These figures cast some doubt on Marshal Bulganin’s recent 
statement that the supply of meat, sausage and butter was 
in 1950 more than 30 per cent higher than before the war. 
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The quantities of meat and milk supplied to the towns may 
have increased, but this could not outweigh the actual drop 
in livestock. 

Sugar beets and cotton are the only agricultural products 
in which both the prewar level and the targets have been 
exceeded : — 

(In Million Tons) 
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Large scale cultivation of cotton started in the Soviet 
Union only in 1928. Now Uzbekistan is the main cotton pro- 
ducer, accounting for more than half of the total crop. The 
collective farms of that region are amongst the richest in the 
Soviet Union. Generally, there is much scope for further 
development of cotton cultivation in Soviet Central Asia. 

The most publicised features of new agricultural develop- 
ment are those designed to protect Soviet farming from the 
periodical natural calamities and to reclaim desert land. A 
15-year plan of afforestation was proclaimed in 1948. It 
received the imposing title of “ Stalin’s Plan for Changing 
Nature.” Forests were to be planted as a protection against 
sand drifts ; snow reservoirs and ponds were to be built to 
preserve moisture. Soviet propaganda was mobilised to 
bolster this venture ; the composer Shostakovich was even 
commissioned to produce a symphony on this topic. But 
it soon became clear that the “ Stalin Plan ” was inadequate. 
New plans to combat drought and increase the area under 
cultivation have now been launched. These are to be com- 
bined with a huge programme for the development of power 
Stations. In addition, 65 million acres of desert or other 
land perpetually threatened with drought in the Volga 
region, in Central Asia, in the northern Crimea and Southern 
Ukraine are to be irrigated by canals. 


Development Of Central Asia 


The greatest works are to be carried out in the region of 
the Caspian Sea between the rivers Volga and Ural (some 
30 million acres are to be irrigated here) and on the iiver 
Amu Darya in Turkmen SS.R., where the desert, covering 
87 per cent of the land, is to be prepared for cotton cultiva- 
tion. The scope of plans for this region may be gauged from 
the project to build a canal nearly 700 miles long through the 
Kara Kum desert. The irrigation plan covers also the Euro- 
pean provinces—e.g., it provides for the linking of the Volga 
and the Don near Stalingrad, which is not quite a new 
project—yet the main stress is on the development of Central 
Asia. Similar projects were already being considered before 
the war. Some attempts at fighting drought in Central Asia 
were made, particularly in the Fergana Valley. But the 
methods were still primitive. Now the job is to be carried 
out with the aid of modern inery, which is to be sup- 
plied through the new Five Year Plans. Local manpower, 
from state and collective farms, is to be used for these 


gigantic works. 


These agricultural plans, coupled with the scheme for 
“ agrotowns,” arc not less ambitious or less difficult of attain- 
ment than are Stalin’s objectives for industry for 1965 oF 
even 1960: 60 million tons of steel, 60 million tons of oil, 
and 500 million tons of coal. The fulfilment of these targets, 
it is proclaimed, should mark the beginning of a new ¢r4, 
“the transition from socialism to communism.” 


x 


Correction.—In the table on page 494 of The Economist 
of last week some of the figures for the Suviet 1950 plan 
targets were incorrectly given. The correct figures should 
read: artificial fertilisers, 5,100,000 tons; cotton fabrics, 
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Under the auspices of the Medical Research Council 
practical research was undertaken in the Simon engineering 
works on a new type of dressing for minor injuries. 
Investigations by the sister-in-charge of the Simon health 
centre and a member of Manchester University, supervised 
by the Simon Engineering Group’s medical officer, gave 
positive results which may be useful to industry at large. 
The new dressing brought about an average saving of 
twenty hours in the treatment of every hundred minor 
wounds, with benefit to the patients, the first-aid staff 


and the works output. 
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Opportunity 


EVERY YOUNG MAN employed by John Laing and Son Limited 
knows what opportunity means. He knows that directors and 
executives have worked their way up and that the same road 
is open to him. 

His ambitions will be encouraged. Then he will be given a 
chance to prove any latent ability and, once prowd, to develop 
it both by study and by practical experience. 

This policy of selection, training and promotion, initiated 
30 years ago, is fundamental ; for the firm’s capacity to-day 
consists, first and foremost, of the knowledge, the skill and the 
will of men-—men who have worked, and are working in a 
climate of opportunity. This fact is one more guarantee of a 
good job for those who entrust their construction to John 
Laing and Son Limited. 





For speed and efficiency in building and civil engineering 
JOHN LAING AND SON LIMITED Established in 1848 
London, Carlisle, Johannesburg, Lusaka 
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... gives copies in colour—without ink, without 
stencils, without gelatine, without type, without 





changing drums, without cleaning the machine. 


All that is needed is a sheet of paper, a 
transfer sheet, a typewriter or pencil—and a 
Banda—to produce : 


Copies of all drawn, written or typed work, 


Copies in as many as seven colours at the 
one operation. 


Copies that can be written on in ink. 


Copies—up to 300 in a few minutes. 


Write for details and specimens to : 


BLOCK & ANDERSON LTD. 
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4:686 million metres; paper, 1,340,000 tons; meat 
1,300,000 toms ; sugar, 2,400,000 tons ; animal fats, 275,000 
tons ; vegetable fats, 880,000 tons ; soap, 870,000 tons. The 
above article is the last in this series. 


Inflation Threatens New 
Zealand 


[FROM OUR WELLINGTON CORRESPONDENT] 


THERE is every indication that New Zealand’s National 
Party Government, elected in 1949, after 14 years of Labour 
rule, faces a very difficult period in this, the second 
year of its three-year term. In the untrammelled freedom of 
opposition the National Party found it easy to promise that 
it would make the New Zealand pound buy more. It has 
now been in office for 14 months and is finding, like most 
governments, that promises cheerfully made in opposition 
can prove exceedingly inconvenient when in power. In the 
event, prices in New Zealand have continued to rise 
steadily and wages, as their habit is, have pursued them, until 
today the cost of living is unquestionably the most awkward 
domestic issue the Government has to face. 


Meanwhile, with job vacancies running at a weekly figure 
of about 30,000 and industry apparently irrevocably tied 
to a 40-hour, five-day week, the country has been 
experiencing the inevitable effects of over-employment, and 
the costs of this have been added to the costs crowding in 
from every direction. The pages of any daily newspaper in 
New Zealand today contain columns of display advertise- 
ments seeking people for even such inconsequential posi- 
tions as office boys and junior typists. Practically every 
factory building in the country is placarded with hoardings 
shouting for labour, and employers everywhere have been 
forced to bid against each other until actual wages bear very 
little relationship indeed*to the award rates fixed by the arbi- 
tration Court. In this contest, the basic primary industries 
upon which New Zealand’s economy” is founded, have 
inevitably had the worst of the bidding and the dangerous 
drift from the country to the towns, already very apparent 
before the war, has been accelerated. 


Labour Calls the Tune 


In this situation, neither the individual employer nor the 
Government can afford to quarrel with organised labour. 
The last thing either can do is to suggest, however indirectly, 
that labour should work harder and work longer hours. 
That is why, when the Arbitration Court on January 31st 
ordered a 15 per cent general increase in award wages (incor- 
porating an earlier interim rise granted last year) the Govern- 
ment almost bent over backwards in its efforts not to 
upset the workers by emphasising the inevitable effects. It was, 
therefore, disappointing that the workers appeared to be upset 
anyway, not by the effects, but by the fact that they did 
not consider the increase large enough. The Government 
immediately gave assurances that it would pass on the 
increase—as it was in fact bound to do—to its own 
employees and to superannuitants and pensioners, and the 
majority of employers are preparing to follow this lead. 


When the court’s order was issued the Government, in 
accorcance with its election promises, was busily removing 
price controls and had already reduced subsidies by over 
£11 million. In an effort to prevent the wage increase from 
being passed on it has now discontinued the removal of 
controls, has promised that subsidies on certain staple food- 
stuffs will be maintained and has issued regulations pre- 
venting more than 75 per cent of the wage increase from 
being written into the. prices of a number of items still 
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remaining under price control. In addition it warney 
employers that if restraint was not exercised in Passing 
on the higher wages costs, that celebrated official movement 
“ further steps,” would take place. , 


Apparently the Government hoped that employers would 
be willing to carry some of the increase out of profits or, jf 
not out of profits, that they would compute it upon award 
rates and not upon the actual wages they were paying. |; 
seems already evident that these hopes were stillborn. 
Employers, compelled by conditions to keep their labour 
satisfied, seem likely to pay for temporary peace and condi- 
tional quietness. € wage increase may well inject {40 
million or more this year into New Zealand’s money circu- 
lation without any increase in production. This is an obvious 
inflationary tact and it seems unlikely that. the present patch- 
work of controls and subsidies, backed by exhortation, can 
do anything very effective to alter it. 


Plutocrats of Wool 


Mr Holland, the Prime Minister, is now confronted with 
another national waterfront strike and mutterings 0 
discontent all over the industrial field. There are also 
the problems of New Zealand’s primary industries. The 
dairy farmers, who were refused an increase in the prices 
paid for their butter and cheese by Britain this season, 
contend that, now their wages bill has been raised, the 
Government must either increase the guaranteed price it 
pays them for their produce or else they must cut into their 
stabilisation reserves. The meat industry, though it was 
granted a delayed §4 per cent increase in British prices last 
month, finds that killings have dropped off by 25 per cent, 
partly because of a late fattening season but also because 
farmers are finding it more profitable to hold back their 
lambs, ewes and wethers, for wool. The wool growers are 
the plutocrats of the moment, but even they, through sheer 
excess of prosperity, present the Government with very diffi- 
cult problems. One-third of their total cheque this year will 
be compulsorily “frozen.” This may well amount to {40 
million for the full season, a liability backed and guaranteed 
by the Government, even if it is paid into the individual 
banking accounts of the growers and held in suspense. It 
wool prices remain high, and the Government continues to 
freeze a third of the New Zealand wool cheque, its mount- 
ing indebtedness to the woolgrowers could become like an 
old man of the sea on the nation’s shoulders. 


Rising world prices, increasing shortages and the evident 
necessity for heavier expenditure upon defence all add to the 
Government’s difficulties. This last has already largely wiped 
out the savings Mr Holland made earlier by reducing subsi- 
dies. Now he (or his Government) seems inclined to expand 
subsidies again and may have no option but to spend still 
more on defence. The President of the New Zealand Feder- 
ated Farmers, the most influential of New Zealand’s organised 
groups of primary producers, has already bluntly warned the 
Government that as one necessary check to inflation 1t must 
severely retrench its own expenditure. Any such retrench- 
ment would have to include some curtailment of New 
Zealand’s heavy programme of public works. While 
Auckland, where the National Party had its most important 
election gains, is clamouring for a harbour bridge and the 
electrification of its suburban railways, and other districts 
are urging their own development schemes with equ? 
urgency, Mr Holland will find this a very difficult situation 
to face. 


a 
Indeed it seems inevitable that if the National Govern: 
ment is to tackle New Zealand’s chronic labour shortage an 
its rising living costs, it cannot help losing votes. It had : 
margin of some 50,000 at the general election, but there are 
signs that this reserve has dwindled since. It will requite 


political foresight and courage of a high order to deal with 
this situation on national rather than party lines. 
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The Wonderful Story of 


H. G. WELLS 


Here is the most controversial book of the year. 
Already it is hotly attacked by some, praised by others. 


As the prophet and guide of man into the 
infinities of space and time, Wells foresaw the war of 
the air and the atomic bomb. 


And in his rich, romantic novels he became the 
apostle of the “new freedom” in our social life, and 
shocked the world. 


Yet few know that his own personal life matched 
even the dramatic stories from his pen. 


“H. G. Wells was born into a _ depressing, 
impoverished household. ...” so the story begins. 


Poor? Yes—until he decides to educate himself. 
Wells discovers he has a strange and dominating 
attraction for women. 


He marries—and lives to regret. 
He has a passing love affair. 


He runs away with one of his pupils —and 


eventually marries her. They set up an extraordinary 
household. 


He grows rich. As he flits from one affair to 
another the gossips attack his private life. And 
powerful forces try to ban his books. 


Here is the wonderful story of The Man Who 
Shocked The World. 


It begins on Sunday in the 


SUNDAY 


EXPRESS 





SMALL MILEAGE CARS 


PLUS 
Henlys 3-Way Guarantee 


1. Every car is guaranteed for 6 months on same terms as a new car. 
2. Every car is tested by our engineers before purchase by us. 
3. Every car is inspected and serviced as necessary before sale. 


1950 M.G. 11 2-seater 
1950 MORRIS Six 
Saloon 
1950 WOLSELEY 
6/80 Saloon 
1949 ARMSTRONG 
Lancaster Saloon 
1949 AUSTIN A.70 
Saloon 
1949 FORD Prefect 
Saloon 
1949 HILLMAN 10 
Saloon 
1949 HUMBER 
S/Snipe Saloon 
1949 JAGUAR 33 
Saloon 
1949 JAGUAR 2} 
Mk. V Saloon 


1949 M.G.11 2-seater 
1949 MORRIS 
Oxford Saloon 
1949 MORRIS 8 
Tourer 
1949 RENAULT 8 
Saloon 
1949 RILEY 1} 
Saloon 
1949 STANDARD 
Vanguard Saloon 
1949 SUN/TALBOT 
“ 80” Saloon 
1949 SUN/TALBOT 
“00” Saloon 
1949 TRIUMPH 
** 2000 ”’ Saloon 
1948 ROVER 
“60” Saloon 


Special Deferred Terms available 


HENLYS 


England's olradwng Motor Agents 


Head Office : Henly House, 385 Euston Rd., N.W.1. (EUS 4444). 
Devonshire House, Piccadilly, W.1. (GRO 2287). 


and at 1-5 Peter St., Manchester 


The Square, Bournemouth. 


Cheltenham Rd., Bristol - A. Mulliner, Bridge St., Northampton. 
182 London Rd., Camberley. 30 Branches throughout the Country. 


When in 1485, King Richard the Third cried:— 


“A horse! a horse! my kingdom for a horse 


4 
. 


a Catesby was there to serve his need. 


Successive Generations of the House of Catesby 
offer the same tradition of service to the Leaders 
of Commerce and Industry of to-day in Catesbys 
Office Furnishing —for a complete new office or 
a single item we invite your enquiry to our 
Director of Contracts. 


Your enquiries for floor-coverings, and for any assistance are 
cordially invited. 


CATESBYS 


LIMITED 


64/67 TOTTENHAM COURT ROAD 
LONDON, W.1 


Our only address. Telephone: Museum 7777 
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Unless it is stopped, corrosive water eats insidiously 








into the iron and steel pipes of many industrial water 
systems. This corrosion is a trouble-maker which brings dis- 
location of work and high maintenance costs in its train. But Calgon (Albright & Wilson’s Sodium 
Metaphosphate) introduced into the system by what is known as Threshold Treatment will halt corrosion and 
banish the troubles that arise from it. A few parts of Calgon in a million parts of water effect a cure —a cure 
which our technical department will be pleased to discuss with you. 


ALBRIGHT & WiLsoNn 


49 PARK LANE » LONDON: W.1I Tel: GRO. 1311 - Works: Oldbury & Widnes 
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Should Britain Waive the Waiver? 


E comptometers ticking up the service on the two 
Toe loans raised by the British Government on the 
morrow of victory, began to click at the beginning of 
this year. The initial period of grace on the United States 
and Canadian lines of credit is over. The first annuity 
payable by the British Government on each of them is 
due on December 31st next and will relate to the year 
1951. In framing estimates of the balance of payments 
of the United Kingdom for the current year, this is a 
factor for which allowance must be made. 


What are the sums involved ? The amount due on 
the United States line of credit relates not only to the 
$3,750 million of new money that was put at Britain’s 
disposal as a result of the financial agreement of Decem- 
ber 6, 1945, but also to an amount of $600 million (never 
collected in cash) representing the value of lend-lease 
goods that were in the “ pipe-line” when lend-lease 
came to an end, less certain counter-claims by Britain. 
The whole of the line of credit was drawn ; hence the 
capital indebtedness to the United States amounts to 
around $4,350 million. Under the agreement this sum 
is to be repaid in 50 annual instalments of which all but 
the last are to be calculated at the rate of $31,823,000 
for each $1,000 million of credit drawn by December 31, 
1951. The total annuity due at the end of this year to 
the United States will thus be US $138,500,000. Of 
this, the sum due for interest (at 2 per cent on $4,350 
million) will be $87 million ; the balance of $51,500,000 
will represent capital. 


* 


The amount outstanding on the Canadian line of 
credit will be the original amount granted, i.e., $1,250 
million, less the unused balance of $65 million, which 
the British Government recently announced would not 
be touched. The terms on which the outstanding and 
utilised $1,185 million will be repaid are identical with 
those laid down in the agreement with the United States 
Government. It follows that the amount due to the 
Canadian Government at the end of this year will be 
Can. $37,700,000 of which $23,700,000 will be for 
interest and $14 million for capital repayment. 


The agreements with the United States and Canada 
both embody waiver clauses entitling the debtor, in 
certain circumstances, to absolve himself from the need 
(0 pay interest. The text of these clauses is almost iden- 
tical in each agreement, that with Canada having copied 
the relevant sections that had been hammered out with 
no little difficulty in the earlier Anglo-American negotia- 
tions in Washington. The waiver applies to the payment 
of interest only, but in the earlier years of the repayment 
Period this represents the larger part of the annuities. 

Waiver, if successfully invoked, involves the com- 
Plete cancellation of the amount due for interest for 


the particular period. No liability is carried over to 
another year, 


The waiver has to be invoked by the British Govern- 
ment—the initiative lies with the debtor. If it is invoked, 
the creditor must grant it, provided that two conditions 
are satisfied. The first is that 


The Government of the United Kingdom finds that a 
Waiver is necessary in view of the present and prospective 
conditions of international exchange and the level of its 
gold and foreign exchange reserves. 


The second condition requires that 


The International Monetary Fund certifies that the income 
of the United Kingdom from home produced exports, plus 
its net income from invisible current transactions in its 
balance of payments, was on the average over the five pre- 
ceding calendar years less than the average annual amount 
of United Kingdom imports during 1936-38 fixed at £866 
million, as such may be adjusted for changes in the price 
level of these imports... . If waiver is requested for an 
interest payment prior to that due in 1955, the average 
income shall be computed for the calendar years from 1950 
through the year preceding that in which the request is 


made. 

If the British Government is to invoke the waiver on 
these two loans, it must, therefore, find that- this is 
necessary in view of the present and prospective state 
of the gold and foreign exchange reserves—a matter 
in which the British Government is to be the sole judge. 
In addition, the IMF must find that exports of UK pro- 
duce plus net invisible income in 1950 were inadequate 
to pay for a volume of imports equal to that of £866 
million recorded in the base period 1936-38. The 
adequacy of the gold and dollar reserves is an issue on 
which recent ministerial pronouncements leave room for 
no doubt whatsoever. The inflow of gold has been at 
a rate much greater than would be needed to meet the 
debt annuities—in the first half of 1950 it was $734 
million (including $514 million from the Canadian credit 
and from ERP receipts} and in the second half it was 
$878 million (including $293 million of ERP receipts). 
But the total of the reserves, after allowance for price 
changes, is still much lower than before the war. They 
are certainly not such as to allow the whole sterling area, 
whose needs they have to serve, to launch itself into the 
open seas of full convertibility and non-discriminatory 
trade. 

As for the second criterion, exports of UK produce 
in 1950 amounted to £2,170 million, while the total for 
net invisibles is likely to be £350 million. These net 
invisibles totalled £160 million in the first half of the 
year and undoubtedly increased in the second half under 
the influence of the rise in commodity prices and in 
income from dividends and profits earned overseas. The 
current earnings of the United Kingdom in 1950 will thus 
have been sufficient to pay for imports valued at around 
£2,520 million. This is considerably less, allowing for 
changes in import prices, than the basic figure of £866 
million included in the waiver clause. The import price 
index for 1950, based on the figure for 1947, was 135, 
while the 1947 average based on 1938 was 258, so that 
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the rise between 1938 and 1950 was 100:348. This 
ratio would reduce the 1950 export proceeds to only 
£725 tnillion in terms of 1938 values—well below the 
basic figure. 


On both grounds, therefore, the British Government 
would have the right to claim the interest waiver on the 
- two credits. A possible complication is introduced by 
a further clause, which appears in both agreements. 
This clause (in the American version) provides that 

Waiver of interest will not be requested in any year unless 
the aggregate of the releases or payments in that year of the 


sterling balances accumulated before the effective date of 
this agreement is reduced proportionately. 


In the Washington discussions, this qualification of the 
waiver Clause was propounded by the American negotia- 
tors, and accepted by the British, on the understanding 
that the problem of the sterling area balances would be 
settled on the neat and tidy pattern contemplated in 
section 10 of the Financial Agreement—under which 
part was to be cancelled, part funded, and part released 
and made convertible immediately. There has been no 
such global solution of the problem. To interpret and 
apply this part of the waiver to the loose and extremely 
variable arrangements made by the British Government 
with its sterling creditors would defy the ingenuity of any 
lawyer, British or American. This particular complica- 
tion can, therefore, be ignored ; the issue has to be 
judged by reference to the two basic conditions. 


* 


The letter of the agreement would unquestionably 
justify the invocation of the waiver. If this were invoked 
and successfully approved by the International Monetary 
Fund, the annuities payable at the end of this year would 
be reduced from US $138,500,000 and Can. $37,700,000 
to US $51,500,000 and Can. $14,000,000 respectively. 
Are there considerations of higher policy that counsel 
Britain to the more heroic course—the waiving of the 
waiver and the proud payment of a debt that Britain is 
- not bound to honour in full ? It will probably be argued 
that to invoke the waiver after a period during which 
the gold reserve has been rising would arouse vehement 
criticism in certain quarters in the United States. These, 
however, are the quarters that would criticise anyhow ; 
doubtless they would murmur even if, by some miracle, 
Britain found it possible to repay the whole loan lock, 
stock and barrel at the end of this year. 


Much more to the point is the fact that the waiver 


clause was intended to meet precisely the condition that 
obtains today—one in which Britain is still importing 
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less in volume than before the war, and is incidentaliy 
assuming a large share of the common Western burden 
of defence outlay. It could surely be demonstrated jo 
the United States that to pay the whole of the annuity 
would require Britain to impose restrictions on imports 
from the United States and Canada on a much more 
severe scale than would otherwise have to be done. Thar 
is an argument that, apart from its inherent validity, 
would tend to stifle much of the criticism that the invoca- 
tion of the waiver would arouse in US Congressional 
quarters. To pay the first instalment on the US and 
Canadian credits in full, irrespective of what the waiver 
clause says, might be to commit the British Government 
to go on paying even though the balance of payments 
seriously deteriorated. The first payment would create 
a precedent from which it may be difficult to withdraw, 
because it would relinquish the right given in the agree- 
ment, and make it difficult to invoke this right in future. 


The choice before the British Government is one of 
some difficulty, a difficulty that will reaffirm the con- 
viction that must have been present in the minds of 
many of the loan negotiators that waiver clauses are 
unsatisfactory devices, with a high potential for friction 
and mischief-making during the course of the agreement 
in which they are incorporated. This waiver was intro- 
duced by the United States and Canada to allow them 
to give a “ commercial aspect ” to all the other features 
of the credits they were making available to Britain. It 
was accepted by Britain, but against the better judgment 
of most of its representatives, who felt they were acting 
under something like duress ; they took it as the third 
best of what had been hoped for, the first hope having 
been for an outright grant and the second for an interest- 
free loan. But, granted that the credits had to be given 
the trappings of commercial operations, the waiver clause 
was an acknowledgement by the lending governments 
that the facilities they were making available were not, 
in fact, normal commercial loans but were an integral 
part or extension of the wartime arrangements for mutual 
aid between the members of the grand alliance. This 
fact has since been tacitly and generously recognised by 
the subsequent offer of Marshall Aid. This being so, 
it would be the height of constructive statesmanship by 
the two lending countries if they were now to indicate 
to the borrower that he should exercise his rights under 
the waiver clause—in the interests of all concerned. Such 
initiative, tactfully and discreetly conveyed, would prob- 
ably put an end to a good deal of anxious heart-searching 
in London—quite apart from conducing to a morc 
realistic approach to the problem of external debts left 
as a relic of the war and postwar settlement. 





7 (CHRISTIANIA BANK 


0G KREDITKASSE 
OSLO 


Established 1848 










Every banking facility 
Paid-up Capital and Reserves - Kr. 43.000.000 






SWEDEN 





SKANDINAVISKA 
BANKEN 


GOTEBORG - STOCKHOLM - MALMO 
Branches all over Sweden 


Paid-up capital and reserves Kr 210.000.000 
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Upward Bound Shipping 


HE remarkable boorh in the international shipping 
Tones in the past few months provokes an inevit- 
able question: is it merely a temporary response to 
international tension or is the world’s merchant fleet 
pecoming insufficient to meet the requirements of post- 
war international trade ? To make long-term forecasts 
about an international market so dependent upon world 
forces would be rash; but the inflyences that have 
brought about such a dearth of tonnage in so short a time 
certainly need close examination. The exceptional 
strains of recent months were bound to create an acute 
pressure upon tonnage ; it would be much more signifi- 
cant if the present inadequacy of the merchant fleets 
(in which, ton for ton, war losses have to a large extent 
been replaced) were also partly attributable to funda- 
mental changes in the pattern of world trade—in 
particular in the movement of raw materials in bulk. 


The booming state of the freight market is indicated 
by the change in the index number of tramp shipping 
rates published by the Chamber of Shipping of the 
United Kingdom. This index, dramatic though its 
evidence is, does not tell the full story of what is happen- 
ing in world shipping, for it is confined to dry-cargo 
shipping and is computed only from tramp fixtures 
made on a sterling basis. In December last the index 
reached 115.7 (1948=100); this figure was itself 
higher than that of any individual month since the index 
began to be compiled in January, 1948, but in January 
the index showed a sensational leap of 36 points to 151.9. 
Nor is this the peak, for during February freight rates 
generally increased further. This, to repeat, is not a 
complete measure of the state of the shipping market. 
Liner conference rates in practically every part of the 
world have been, or are about to be, increased, and 
tanker freights have also surged upwards. 


This startling advance in freight rates is only nine 
months old. The quantum of world trade during the 
first quarter of 1950 was nearly 10 per cent higher than 
the prewar volume but, during that period, employment 
for tramp shipping was at a low level. By May, 1950, 
the Chamber of Shipping index had dropped to 71.4, 
and some owners talked of laying up ships, although 
there were fewer tramp ships in service than before the 
war. The composition of the world merchant fleet has, 
in fact, experienced a marked change since 1939. 
Statistics compiled by Lloyd’s Register of Shipping for 
the end of June, 1950, show that the world fleet then 
totalled 84.6 million tons gross, compared with 68.5 
million tons before the war. Towards this increase, the 
tanker fleet contributed a large part, with its expansion 
‘om 11.4 million tons in 1939 to 16.9 million tons in 
1950, and it must be remembered that 14 million tons 
. dry-cargo tonnage were laid up last June in the 
United States reserve fleet. The total of active dry- 
“ago tonnage, therefore, was considerably smaller in 


'950 than in 1939; yet freight rates were falling and _ 


the demand for tonnage was declining. 
This downward trend was arrested in June, when war 
broke out in Korea. Rates rose only slowly, for the 
eet demand for military transport was satis- 
cd mainly by the release of American ships from the 
d-up reserve fleet. But the Korean outbreak had the 


immediate consequence of a rapid expansion of stock- 
piling in the United States, and elsewhere ; rearmament 
added further strains on the tonnage available for the 
international transport of raw materials. Meanwhile, 
the British export drive was in full swing and a con- 
siderable amount of extra tonnage was required to carry 
exports of manufactured goods from the United 
Kingdom. The liner companies, unable to meet the 
increased demand for outward cargo space, went -into 
the market to charter tramp ships to supplement their 
fleets. The combined result of these factors is seen in 
the rise of the tramp freight index to 95.8 by October. 


At that stage charterers would normally have been 
taking steps to cover their requirements for winter ship- 
ments of grain, and charterers on behalf of the British 
Government did begin to look for tonnage to ship last 
year’s bulk purchase of grain from the Black Sea. The 
did not find much tonnage on offer at the rates suggested, 
nor did they rush to accept vessels—much to their later 
discomfiture, for their calculations were completely upset 
when the British Government suddenly announced its 
decision to import more than a million tons of coal from 
the United States. Other Western European countries, 
deprived of expected coal from Britain and other 
producers, turned to the United States for emergency 
supplies, and rushed into the market to cover their own 
freight requirements ; freight rates consequently soared. 
To add to the confusion, tonnage was urgently 
sought for timber from the Pacific coast and for large 
importations of grain from North America. 


In this situation, the Minister of Transport was com- 
pelled to approach the British shipping industry for 
assistance in securing the imports the Government 
urgently needed. The industry responded by volun- 
tarily restricting its activities in the international market. 
But in order to meet the most pressing needs of the 
import programme, ships had to be sent on long voyages 
in ballast, and this had the immediate effect of curtailing 
export shipments and interfering with normal shipments 
of other commodities, including in particular imports of 
iron ore. The Scandinavian countries had to adopt 
similar measures to ensure the fulfilment of their own 
import requirements, and charterers were soon forced 
to pay rates as high as 100s. per ton to secure foreign 
ships to bring coal across the Atlantic. 


The winter months are normally the high season for 
shipping demand, and the sudden concentration of 
special demand on an industry already more than 
normally busy dislocated the freight market. There was, 
in fact, no reserve of active shipping to meet the urgent 
demands of India for wheat from North America ; to 
prevent famine, the United States has now agreed to 
the exceptional measure of releasing more vessels from 
its laid-up fleet to relieve the abnormal pressure on ton- 
nage. This, however, can only provide temporary relief, 
and even so laid-up ships take some time to get into 
service. Whether this tonnage will be capable of pro- 
viding more lasting assistance depends on whether 
cargo ships can be operated commercially under the 
American flag at anything less than peak freight levels. 


Much of this exceptional demand for tonnage is a 
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fect consequence of the international situation, and of 
the famine in India, but it is difficult to believe that its 


‘worst consequences could not have been avoided if the 


Government’s trading methods had been less cumber- 
some and its demands for American coal had not been 
left to the last exigent moment. These decisions wholly 
failed to sense the intricate reactions upon the inter- 
national shipping market. The current pressure is also 
increased by the serious loss of carry:ng capacity of the 
world’s tonnage, and by the delays which are now 
common in ports all over the world. But there is perhaps 
an even more fundamental cause of the shortage of 
shipping which has become rapidly apparent—the rising 
level of output and the advancing standard of living in 
sO many countries ; industrial expansion increases the 
demand for imported raw materials and the return traffic 
of manufactured exports rises to match. In the Western 
world the production of finished manufactures is pressing 
severely upon the world’s resources of raw materials. 
The indications are that, apart from the question of 
rearmament, world consumption of primary foodstuffs 
and raw materials including oil, will make far larger 
demands on ocean transport than ever before in peace- 
time. 

Against this background, the maintenance in good 
order of the world’s merchant tonnage for the increased 
work it will have to do is of first rate importance. Apart 
from the American war-built reserve fleet, one-quarter 
of the world’s effective merchant tonnage is now more 
than 25 years old ; this is an age at which most ships 
become uneconomical to run, owing to comparative 
inefficiency and cost of maintenance. The boom in 
freight rates has produced a spate of orders for new cargo 
ships ; the shipping industry is still prepared to accept 
the risk of changes in long-term demand, and to assume 
the heavy financial burden of present-day shipbuilding 
costs. Merchant ships have a vital strategic importance 
in time of war and the American Government, despite 
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the huge reserve of laid-up tonnage, has decided 1, 
spend over £70 million on building 25 new cargo 
vessels. British and other shipowners have no such 
golden crock to provide the funds for replacing old 
tonnage with new and efficient ships ; the most they can 
hope for is some official response to the argument put 
so strongly at the recent annual meeting of the Chamber 
of Shipping for the alleviation of taxation on profits 5: 
aside for replacing obsolete ships. 


The fact that freight rates are so high at present ma; 
seem to weaken the force of this argument about replace. 
ment ; but these enhanced rates reflect not only the 
exceptional demand for tonnage but also the increased 
costs of operating ships. Operating costs have been 
rising since 1948, and the rise has increased steeply 
quite recently. In the last two weeks, for example, ther: 
has been an all-round increase of 10 per cent in marine 
insurance premiums on hulls, owing to increased cost 
of repairing and maintenance, and the new National 
Maritime Board wage agreement has come into force, 
under which the seaman’s basic wage has increased by 
10 per cent. The dockers have received increased 
wages, which the shipowners will be called upon to pay, 
other port charges have increased, shipbuilding costs are 
rising, and fuel bills have mounted considerably in the 
last few months. These factors have received les; 
prominence than the rise in freight rates but they are 
a source of constant concern to the shipping industry. 
For while it is true that under certain conditions the 
boom in freight rates could be reversed, it is less certain 
that operating costs could be reduced to match. Indeed, 
the present appearance of prosperity in shipping should 
not be allowed to obscure the fact that the industry's 
“break even” point is probably higher today than i: 
has ever been before. In these circumstances, 3 
relatively modest reversal of the recent trend in th: 
freight markets might have a disproportionate effect 
upon the industry’s fortunes. 


Business Notes 


Change of Front on Commodities ? 


There are evident signs that the United States Govern- 
thent may be reconsidering its policy about stockpiling. 
The decision to purchase ro more tin until the price has 
fallen to “a more reasonable level” may have implications 
stretching far beyond the tin market, particularly after the 
recent decisions to slow down the purchasing of copper, zinc 
and rubber. But some clarification of this week’s apparent 
change of front will be needed before it can be seen for 
certain whether the consequences for commodity markets are 
as far reaching as they appear. It is not known, for example, 
whether the total quantity of materials to be accumulated 
is to be reduced or whether the time limit by which the 
reserve should be completed is to be extended. The imme- 
diate effect of either of these decisions, however, would be to 
ease the pressure of demand on the markets, and conceivably 
to cause some descent from the peak of prices. 


Stockpiling is of vital concern to certain of the commodity 
committees of the international materials conference now 
meeting in Washington, and until clear intentions ar 
announced by the United States, the work of these new bodies 
is likely to be hampered. There would be no need for any 
international allocation of copper and zinc, for example, if 
the United States purchased none for its stockpile during the 
next year or so. For rubber and tin the problem is not so 
much to free supplies for defence purposes as to redirect 


exports at present going to Russia, China and other countriss 
in the Soviet sphere of influence. Chinese imports of rubber 
in the first quarter of this year are likely to amount to 45,92 
tons, making a total of no less than 110,000 tons in the nin: 
months since the invasion of Korea. Again, present shortag> 
of sulphur, cotton and wool do not proceed directly from 
stockpiling, though defence demands have certainly caus<: 
wool prices to rise sharply. The scarcity of cottos 
may be only temporary, if the United States has a large crop 
this summer. But the scarcity of sulphur, wool and certao 
alloy metals such as tungsten is likely to be more persisteat 


For wool and tungsten, the market itself might provid: 
an effective method of allocating supplies—provided thr 
defence requirements were kept to modest proportions. 
The United States, however, has preferred export control to 
the price mechanism in eking out its dwindling reserves ©! 
sulphur and here the case for international allocation would 
seem to be strong. But the United States might well demand 
in return like treatment for commodities that it has to impor’. 


x * x 


Gouging and Stockpiling 

The announcement that the United States is % stop 
stockpiling tin caused a very sharp fall in the London ptr’ 
this week. Spot tin had beert hovering around £1,5°° 
a ton for the past fortnight, though last week it fell to 
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1 at one time, only to rally again to £1,480. This 
a trend ‘has been unmistakably reversed ; the price 
fell to £1,430 by Tuesday morning but recovered in the 
afternoon and reached £1,470. On Wednesday it fell by 
(120 to £1,3372 and it closed on Thursday at £1,2173, 
making a total fall of £240 since the announcement of the 
American ban. Backwardation has widened considerably 
and is now about £120 a ton compared with {£65 a fort- 
night ago. The question at the moment is not whether the 
market will fall still further but rather at what level will 
it stop. | 

The feeling in the United States about tin producers 
holding the American Government up to ransom was 
expressed very strongly in a report of a subcommittee of 
the US Senate committee on the armed services. It stated 
that: 

i r is we of being gouged for the 
sciviege of obtaining. from some at ite allies tas ra materials 
with which she is expected to supply the food and armament 
needs of the non-Communist nations in the event of another 
all-out war. 

Whatever may be felt on this side of the Atlantic about 
such a form of words, they have apparently struck home. 
Stockpiling has been abruptly suspended, and preliminary 
governmental talks on the formation of a tin committee in 
the international materials conference are to open in 
Washington next week. 


World production of tin is well in excess of world con- 
sumption, and the strength of the market in recent months 
has been due almost entirely to the demand for stockpiling. 
World output of tin metal last year reached 172,400 tons 
compared with a world consumption of 154,000 tons ; most 
of this excess supply went into the American stockpile. But 
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a large part of it was purchased under long-term contracts 
{rom Belgium and the Netherlands, and presumably these 
supplies will not be affected by the suspension of stockpile 
purchases. If the American ban means that only some 
5,000 tons a year less will go into stock, there will be only 
slight relief for other countries, including Britain, that are 
how anxious to build up their stocks. 


But this is not the whole story. The American ceiling 
Price for tin is £1,464 a ton and even when the price was 
below this level American merchants were not buying on 

¢ open market ; their requirements have been met almost 
catirely by supplies from the Reconstruction Finance Cor- 
Poration which operates the Texas smelter. The with- 
drawal of a su ial part of total American demand for 
in might well cause quite a severe slump on the tin market. 

¢ American report has that the price of tin 

should be pegged at around 125 cents a Ib. (£1,000 a ton). 

Such a price would no doubt be reasonable for Malayan 

and Indonesian producers, but it would hardly encourage 

er in marginal output in the Belgian Congo and 
ia. 
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Dollar Exports and Defence 


The need to maintain dollar exports has not been 
lessened by the rearmament programme; indeed the Presi- 
dent of the Board of Trade has put forward the proposition 
that dollar exports “are a necessary part of rearmament 
itself.” This was the theme of the convention organised by 
the Dollar Exports Board that met at Eastbourne last week. 
An impressive array of speakers included the Chancellor of 
the Exchequer, the President of the Board of T rade, the 
Minister of Supply, the Canadian Ambassador and the head 
of the ECA Mission in Britain. Perhaps some of the British 
industrialists assembled at Eastbourne may have felt a closer 
concern about the relative priorities of defence and dollar 
exports they no doubt profited much from the frank and 
detailed discussion of the problems involved in selling goods 
in North America. 


Dollar exports have so far achieved great success. In the 
fourth quarter of 1950, the value of British exports to North 
America was 80 per cent higher than in the fourth quarter 
of 1949. The engineering and the motor industries have 
established their product in Canada, and wool textiles have 
enjoyed an expanding market in both Canada and the United 
States. But the problem this year will be to maintain the 
current rate of exports and at the same time to meet the 
even more urgent demands of the rearmament programme. 
Raw materials, chemicals, metals and their semi-manu- 
factures accounted for a quarter of Britain’s total exports to 
North America in the second half of 1950 and all these are 
already short—and in some cases desperately short—for the 
total tasks to which British industry is now committed. 
Again, the engineering and vehicle industries supplied 
together a fifth of total exports to dollar countries last year 
and they will have to bear heavy responsibilities for defence. 


At a rough guess, and on the assumption that the pattern 
of exports to dollar markets could not be changed, rearma- 
ment could cut into their volume by perhaps a third ; the only 
way of making this good would be a corresponding increase 
in the export of other goods, notably consumer goods, to 
North America. Such a change would be no easy task. 
Shortages abound in these industries too, notably in textile 
materials, Mr W. L. Batt, the head of the ECA Mission in 
Britain, told the delegates at Eastbourne that many American 
consumers deprived of domestically produced goods would 
welcome imports of similar goods from abroad. But he also 
added that American manufacturers no longer permitted to 
make products of this kind would offer no such welcome. 
It should be possible to broaden the basis of British 
dollar exports by sending more of the goods that already 
have a ready sale and by developing markets for new types 
of goods. But that involves a further process of education 
and persuasion at a time when the home market is likely to 
be bare of supplies and a clamant customer. 


* * * 


Pattern of Priorities 


Mr Gaitskell made some sensible remarks at the con- 
vention about the application of priorities in handling 
defence, export home orders. The practical problems of 
industry, he recognised, cannot be answered solely by general 
statements from the Government, laying down a crude 
sequence in which defence and dollar exports come first, 
exports to the Commonwealth second, and supplies to the 
home market and other foreign countries last. No hard and 
fast rule can be applied except at the cost of over-elaboration 
(as the production Ministries’ recent experience in pro- 
hibiting even a modest range of relatively unimportant metal 
goods has once more demonstrated). Any company, the 
Chancellor said, that is uncertain whether it should accept 
an order for one purpose which might mean the less rapid 
fulfilment of another, should seek guidance from the Ministry 
concerned ; simple, and largely regional, administrative 
machinery was being set up to handle these cases. 
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In certain sectors of industry, this machinery will certain 
be kept busy. Defence orders may seem at first blush to fall 
upon a narrow front of industry ; but it is one where the 
ramifications are very complex. When the sub-contracting 
stage of defence production is reached on any scale, the 
tracing of priorities between different types of engineering 
components, for example, may require more time than manu- 
facturers should be obliged to give. Restraint in the march 
towards more elaborate controls (of the kind that Mr Wilson 
appeared to contemplate in the debate at the end of last 
week) would be a welcome attitude upon the part of the 
Government—provided always that the authorities were pre- 
pared to use the means of fiscal, monetary and credit policy 
to do this same work more effectively and more equitably. 
But there is a tendency in certain sectors of industry—usually 
those where the conflict of claims will be particularly acute— 
to urge that fuller controls should be set up; this reflects 
the manufacturers’ human desire to shift squarely upon the 
shoulders of higher authority the unpleasant responsibility 
of selecting the customers who are to be disappointed. 
These industrialists might soon find more bitter cause for 
complaint if the Government hand were to grip the engi- 
neering industry more tightly ; and there are other manu- 
facturers, not engaged on defence work, who already face 
worse embarrassments than overfull order books. In certain 
sections of industry, and perhaps more generally at a later 
stage, there may develop a case for stricter priorities, when 
the framework of estimates is translated into industrial 
activity. At this stage, however, the first priority is informa- 
tion, not regulation. The Government departments, and 
some organisations within industry, are satisfied that all 
concerned are being kept fully informed; but comments 
from some of the companies which will ultimately have a big 
part to play in the programme suggest that this essential 
liaison still needs to be strengthened. 


® * * 


Raw Materials for Export 


Now that the United States has decided to slacken its 
stockpiling purchases of copper, zinc, rubber and to cease 
buying tin, Britain should be able to acquire larger supplies, 
though by no means sufficient to meet all its requirements. 
Cotton and sulphur, however, would remain critical. This 
country’s allocation of only 265,000 bales of American-grown 
cotton is little more than a third of its imports from the 
United States last year, while the quota of elemental sulphur 
for the first quarter of 1951 was 81,465 tons against require- 
ments, on the present restricted level, of about 112,000 tons. 
Supplies of cotton and sulphur from other sources are simply 
not available to make good these deficiencies. Home supplies 
of sulphur for steel production, oil refining, tin plate, pro- 
cessing of vegetable oils, metal extraction and refining and 
essential food and health services will be maintained at 
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" present levels, but supplies to the chemical industry generally 


will be seriously reduced and supplies to the rayon and othe 
industries even more seriously cut. Output of rayon wa 
already suffered a 20 per cent reduction and a cut oj 40 ae 
cent is immediately in prospect. The United States mj 
provide a further allocation of cotton after April and ther- 
are hopes that its export of sulphur to Britain for the secon4 
quarter will be raised to 100,000 tons, If this quantity j; 
forthcoming these further damaging cuts in the use of 
sulphur may be averted. 


But shortage of raw materials would still persist and with 
it the need for some method of apportionment of supplies 
to the various uses—defence, exports and essential home 
needs. It is indeed clear both from Mr Gaitskell’s speech at 
Eastbourne, and from that of the Minister of Supply, that the 
Government does not intend to introduce any formal system 
of priorities for materials. The Ministry of Supply will bas- 
its allocation of copper and zinc and their alloys for incor- 
poration in export goods on three principles: the conversion 
value of the raw material into the end-product, the type 
of currency to be earned and whether the market for the 
goods is likely to be a permanent one. These principles are 
not to be applied rigidly—indeed, that would scarcely be 
possible—but are merely regarded as a rule of thumb Their 
purpose is to prevent the export of raw materials and 
semi-manufactures even to dollar countries. Such exports 
have expanded quite rapidly in recent months because of 
shortages and rising prices in the United States; there is little 
chance that they would become a permanent feature of British 
trade. Moreover, if large exports of raw materials and semi- 
manufactures were permitted now, unemployment in the 
later stages of production in this country would be almost 
inevitable. 


* * * 


Interest Rates in America 


In recent months a lurking doubt about the permanence 
of the present structure of interest rates has been noticeable 
in the City, and has become in some minds just sufficiently 
insistent to be a little disquieting. It is no more than that; 
but that is enough to give City bankers a keen interest in 
the moves and countermoves in the controversy that has been 
raging in Washington. It is hard to decide, however, where 
the honours lie in the formula for truce announced jointly 
by Mr Snyder and Mr McCabe early this week. The US 
Treasury and the Federal Reserve now declare their “full 
accord” in the policies to be followed for their “ common 
purpose” of assuring both the successful financing of the 
Government’s requirements and the minimum monetisation 
of the public debt. After this display of solidarity (which 
ought at least to mean that any future differences will be 
kept behind closed doors), the contestants join hands to 
attempt a conjuring trick that is apparently intended to 
allow the Treasury to keep its 24 per cent basis sacrosanct 
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‘BARCLAY’S NEW CLERK, 1786’ 


After a watercolour now in the Institute of Bankers 


History records that even in 1786 this “ new 
clerk” appeared a little overdressed in his 
“embroidered waistcoat reaching nearly down 
to his knees.” It is pleasant to be able to add, 
however, that he “‘ remained in the house many 


years, and died at a very advanced age, much 
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respected by his employers.” | 

Much has changed since 1786, but it is still the 
aim of our staff to provide the same high standard 
of personal service which the old private bankers 
offered in the days of “‘ Barclay’s New Clerk.” 


| BARCLAYS BANK 
LIMITED 












I.C. F.C. 


FINANCE CORPORATION LTD. / 





Finance for the Private Company 


Rising costs of plant, stocks, and work in 
progress have combined with taxation to set 
new problems for the Private Company in 
raising additional capital or long-term funds. 
To assist sound enterprises in solving such 
problems within the limits of today’s priori- 
ties is one of the functions of I.C.F.C. 

I.C.F.C. operates on commercial principles 


and offers despatch, economy and flexibility 
in method. 





Full particulars of the facilities offered may 
be obtained from 
The General Manager, The Birmingham Manager, 


7, Draper’s Gardens, 214, Hagley Road, 
London, E.C.2. Edgbaston, Birmingham. 
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STANDARD BANK 
OF SOUTH AFRICA uwimitep 


Bankers in South Africa to the United Kingdom Governmen:. Bankersto -he Govern- 
ments of Southern Rhedesia, Northern Rhodesia, Nyasaland and Tanganyika. 


Capita! Authorised and Subscribed - £10,000,000 
Capital Paid-up - - + - = £5,000,000 
Reserve Fund - ee -  £5,000,000 


10 CLEMENTS LANE, LOMBARD STREET and 
77 KING WILLIAM STREET, LONDON, €E.C.4 


LONDON WALL Branch — 63 London Wall, E.C.2. 
WEST END Branch —9 Northumberland Avenue, W.C.2. 
NEW YORK Agency—67 Wall Street. 
HAMBURG Agency — Speersort, 6. 


BRANCHES THROUGHOUT THE UNION OF SOUTH AFRICA, 

SOUTH-WEST AFRICA, SOUTHERN AND NORTHERN 

RHODESIA, NYASALAND, KENYA, UGANDA, TANGANYIKA, 
ZANZIBAR AND PORTUGUESE EAST AFRICA. 


Banking Business of every description transacted 
at all Branches and Agencies. 
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Higher Rate of Interest 


@ Interest increased from 2$% to 3%. 


@ Interest paid to you half-yearly — Income 
Tax is not deducted at source. 


@ Repayable at par on the interest date 
next following ten years after purchase or 
at 6 months’ notice. 


@ Maximum amount which can be invested 
£2,500 including previous issues. 


@ Buy them through Bankers, most Post 
Offices or through your Stockbrokers. 
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MORE GOOD NEWS! 
YOU CAN ALSO HOLD 500 OF THE 


NEW 15’- 
SAVINGS CERTIFICATES 


over and above permitted holdings of all previous issues. Y 
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Issued by the National Savings Committ 


PLECKKKKKKKKKKKKKKKCCKK KLEEN | |"! 


NECE 


THE ECONOMIST, March 19, 1951 


Pearls from Australia... 


This man dives for pearl and pearl-shell on the tropical 
north-west coast of Australia and so contributes to the 
infinite variety of Australian production. But the people 
of Australia are consumers, as 

well as producers, and the 
Australian market constitutes a 
rich field of opportunity. Essen- 
tial to any successful business 
venture is knowledge, and the 
Commonwealth Bank of 
Australia places its Information 
Services at the disposal of all 
British business houses, They 
may be used with confidence, 
for the Commonwealth 
Bank knows Australia, 
Its branches are 
widespread and its 
activities touch upon 
every aspect of life 
and industry in 
Australia and New 
Guinea ... Please 
address your 
enquiry to 
the Manager. 






















COMMONWEALTH BANK OF AUSTRALIA 
London Office: 8 Old Jewry, E.C.2. Also at Australia House, Strand, London, W.C.2 





Every day you can hear the fire engine bell. Often it 
means a fire in someone’s home. Someday it may be 
your home at which the engine will stop. However 
localised the outbreak, damage is caused and something 
in the home will have to be replaced. 

Remember—13,000 Prudential Agents are constantly 
at your service to provide you with insurance against 
fire, to advise you how to insure against the many perils 
that can assail your home. 


For sound advice on home protection 


At We an form the PRUDENTIAL 
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for jong-term. securities quoted in the market while relieving 
she Federal Reserve from the need to make supporting pur- 
chases that monetise debt. On Monday week details 
wre 10 be announced, and the lists will open a week later, 
for a conversion offer to holders of 2} per cent bonds, 
1967-72. The new security will carry 2; per cent, will 
be optionally redeemable in and after 1975 and finally 
redeemable on April 1, 1980, and will not be marketable or 
transferable (though it may be tendered for death duties). 
it will, however, cafry an option to convert into marketable 
s-yeat 1} per cent notes. 


The general intention seems pretty clear, though many 
vital details are lacking. The effect of rigid pegging of prices 
such as has been practised in the United States is to convert 
even long-term securities into demand securities or “ near- 
cash.” What is now hoped is that the offer of an extra } per 
cent (if this does in fact prove to be the net outcome of the 
terms) will induce investors to forgo this chance to take 
cash—or at least to postpone their exercise of it. In this 
sense, the readmission of the interest rate into the calculus 
of liquidity preferences is a clear moral victory for the 
“Fed.” But whether the gain in practice is likely to be 
large or enduring will probably depend upon whether the 
tate of interest is to be readmitted to the market as such. 
If the option to turn the non-marketable debt back into 
marketable notes is tightly drawn, or is subject to any large 
penalties (even if these arise from no more than the fear that 
the authorities would support the long-term market but not 
the short), the offer of an extra } per cent may look unattrac- 
tive. In that case, the gain to the authorities from the lock-up 
would be small—and will in any case be non-recurring. On 
the other hand, if the option is attractive, and readily 
exercisable, investors will collect an extra } per cent, but 
will still be free to press upon the market. And when they 
do press, will the authorities make it still easier for them by 
continuing to peg the market or by keeping its movement 
within narrow limits ? If so, the monetisation of debt will 
go on, subject only to a moderate brake. In short, it seems 
clear that this sleight of hand cannot succeed by itself. Its 
success will be proportionate to the readiness of the autho- 
nities to allow rates to rise in the market. Only time (and 
the detailed terms) will show whether the American Treasury 
has really yielded much ground. 


* * x 


Germany’s External Debts 


As part of the arrangements for modifying the 
erman Occupation statute and granting Germany a far 
Measure of autonomy, the Bonn government has at 
long last accepted responsibility for Germany’s postwar 
and prewar external debts. The acknowledgment has 
made in very general terms and does not by any means 
amount to a commitment to pay in full. It is merely a 
of the West German Government’s “desire to 
fesume Payments on the German external debt.” The post- 
war debts, which cover aid to Western Germany by the 
United States, the United Kingdom and France, amount 
0 about $3,500 million. The capital amount of the pre- 
wat bonded debt is about $1,000 million. In addition there 
8 the standstill debt, now outstanding to the amount of 
about $100 million, which is not part of the Reich debt but 
which will certainly rank high in the coming negotiations. 
For some time past, representatives of the three occupying 
powers have been working on the problem of these external 
bts, attempting to arrive at some more precise estimate 
their total, and considering in very general terms the 
question of priorities. These talks are expected to broaden 
im the near future. Arrangements will be made for the 
participation of the foreign creditors, of the German debtors 
and of the various interested governments, in the hope that 
t will be possible to agree upon an orderly settlement that 
will not place excessive weight on Germany’s balance of 
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payments ; at the moment, unfortunately, this balance of 
payments could hardly bear any additional burdens at all. 


According to the letter of existing agreements, the Allied 
powers could claim unquestioned priority for repayment 
of their postwar relief expenditures in Western Germany. 
If these priorities ate insisted upon, nothing will be left for 
the prewar creditors, but it can hardly be the intention of 
the Allied authorities to press their legal rights to this 
extreme. The most immediate object of the coming 
negotiations should be to re-establish German credit- 
worthiness in foreign markets and to recreate the links 
between German commerce and the credit facilities of 
which Germany is in such dire need. For this purpose, a 
reasonable settlement of the commercial debts embraced in 
the standstill agreements should have high priority. In 
this connection it may be noted that steps were recently 
taken in Germany to allow the transfer of blocked mark 
balances between non-resident holders and that German 
standstill debtors have been given the right to repay their 
debts in Deutsche marks. These two provisions taken in 
conjunction should provide a channel through which stand- 
still creditors can, if they wish, take repayment of their 
claims in marks and find buyers for them in their own 
currencies. Unfortunately, however, it is laid down in 
the relevant regulations of the High Commission that 
before the German debtor is allowed to repay any stand- 
still debt in his own currency, he must notify all his 
creditors by registered letter of his intention and must give 
60 days’ notice of any such repayment. The difficulty of 
complying with this procedure in a dismembered country 
such as Germany has so far provided an insurmountable 
barrier to any repayment. 


* * * 


New Aircraft for Defence 


The statement of the Secretary of State for Air on the 
air estimates last Tuesday gave little new information about 
the defence programme. The £81 million allowed for air- 
craft and spares are to pay for aircraft that will be delivered 
this year ; that is, largely for Meteors, Venoms, Vampires, 
Canberras and other aircraft ordered twelve months or more 
ago. At present prices this sum can hardly provide a large 
number of machines. Allowing for the time required for 
placing orders and for tooling-up, it seems likely that only 
a few of the aircraft specifically ordered as part of the 
accelerated rearmament programme will be delivered within 
the 1951-§2 financial year and provision for them will doubt- 
less appear in the supplementary estimates. 


If Mr Henderson gave away no new facts about the size 
of the programme, he did reveal an important change in the 
purchasing policy of the Air Ministry and of the Ministry of 
Supply. He confirmed the Prime Minister’s statement that 
orders had been given for a four-engined jet bomber and he 
mentioned a number of other new orders for “ advanced 
fighters,” and “jet night fighters” as well as for an “ all- 
weather two-seater jet fighter.” In particular, the orders 
for advanced fighters were described as “ substantial.” 
Under present security regulations, the fact that none of 
these aircraft was identified means that none has yet flown ; 
this implies that the aircraft have been ordered off the draw- 
ing board. This is a departure from previous practice, at 
least for military aircraft, for it has hitherto been the rule 
that a prototype was ordered only after intensive flight testing 
and development. One of the principal complaints voiced 
in recent years has been that the decision to call a halt on 
the development of a new type and to give an order for 
production was too long deferred. 


What the programme will mean in terms of labour, new 
capacity, machine tools and materials is still in the field of 
guesswork, For the three-year programme, a rise in the labour 
force employed directly or indirectly on military aircraft con- 
struction from rather less than 100,000 to perhaps 300,000 
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may be a plausible shot. Shortage of engine making capacity 
will have to be made good, with an appreciable amount of 
new building and the procurement of special machine tools. 
The Government departments concerned with these matters 
have not shown, in the industry’s view, the necessary drive 
and urgency that this side of the programme requires. The 
leisurely interdepartmental gather-round on permits should 
not be allowed to delay the engine programme ; and without 
the assurance of special American tools the provision of rotor 
blades for jet machines may be seriously affected. 


Mr Henderson mentioned the possibility of buying two 
types of American aircraft, the Sabre fighter and the Nep- 
tune for Coastal Command reconnaissance ; he also con- 
firmed that the Canberra bomber will be built in America 
for the United States Air Force. An initial order for 500 of 
these machines is said to have been placed with the Glenn 
L. Martin Company. Since the Rolls-Royce Avon engine 
which powers the Canberra has not been licensed abroad it 
may be that the Armstrong-Siddeley Sapphire engine, which 
has been licensed to the Wright Aeronautical Corporation, 
may power the American built Canberras. 


* * * 


Rocket Developments 


A short reference to rocket developments was made 
during the debate by the Under-Secretary of State for Air. 
He said that the speed of development was increasing “ so 
we may find ourselves up against these possibilities rather 
sooner than many think.” Air Chief Marshal Sir Alec 
Coryton, who is in charge of the Ministry of Supply’s rocket 
research programme, recently disclosed that parts of a new 
rocket, which he described as larger and more accurate 
than those previously tested, are ready for assembly at the 
testing site at Woomera in Australia. He also said that 
British work was concentrating on the rocket as a weapon 
of defence—it is now possible to build missiles that will 
“home” on an incoming target with a fair degree of 
accuracy, and this accuracy will improve as designers gain 
experience. These targets include incoming guided missiles 
as well as aircraft. 


Such developments are bound to have repercussions on 
the aircraft programme. Now that the way seems clear to 
build rockets that can be directed to their flying target, 
there may be less need to undertake extraordinarily com- 
plicated design projects for ultra-high speed aircraft and the 
same may apply to bomber development. Much depends 
on the way in which the electronic apparatus that would 
form the “brain” of certain designs of rocket can be 
developed. All such equipment uses large numbers of valves 
and it has yet to be shown that the requirements for valves 
in a guided missile programme of this kind could be met 
by the valve-making industry. 

The aircraft industry has shown little interest in the cruder 
types of rocket motors for piloted aircraft ; these have high 
fuel consumption and cannot maintain the aircraft in the 
air for more than a few minutes. Small rocket motors to 
give a supplementary boost to jet-engined aircraft are being 
developed, but a similar thrust can be imparted by injecting 
fuel into the exhaust of a jet engine and re-lighting it; 
much experiment will be needed to decide between the two 
methods. Crude rockets of this kind can readily be built 
by aircraft firms, but much of the mechanism of big guided 
missiles would have to be provided by radio and electronic 
engineers. Some engine designers, including the Bristol 
Aeroplane Company, are experimenting in this new field, but 
rocket development will still make heavy demands on the 
technical reserves of the radio industry, already heavily com- 
mitted on the aircraft instrument and radar programmes. 


Rocket fuels present another set of Their basic 


fuels are not oil products, but hydrogen ide, industrial 
alcohol and liquid oxygen ; some motors also need gases such 
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as helium. The Distillers Company, the principal supp); 
of industrial alcohol in Britain, already faces a steadily ~ 
ing industrial demand that will be difficult to meet even 
with the new plant at Grangemouth for synthesising alcoho! 
from petroleum. Laporte Chemicals has recently built 
new factory for producing hydrogen peroxide, but produc. 
tion of guided missiles on any scale might call for a special 
fuel development programme. 
x * * 


Cinema Earnings Improve 


British cinemas took nearly £27 million at the box office 
in the third quarter of 1950, or 6.6 per cent more than in 
the three months from March to June ; though later figures of 
Entertainments Tax receipts from cinemas suggest that the 
industry’s takings may have declined again towards the end 
of last year. Not more than one-sixth of this quarterly 
increase, according to Board of Trade estimates published 
last week, would have been attributable to the general increase 
in admission charges in mid-September. The increase in 
takings occurred generally throughout the country, a major 
proportion of the extra receipts being taken in cinemas in 
holiday resorts, which always show a seasonal increase in 

CINEMA ADMISSIONS AND Box-Orrice Takincs 
(First Three Quarters of 1950) 
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business during the English summer holidays. Of the gross 
takings that resulted from § per cent more admissions, 
some {9.5 million went in tax, and £6 million for film hire; 
the exhibitors were left with {11.3 million, 7 per cent more 
than in the previous quarter. 


x x x 


Quota and Levy 


Increased total earnings need not, however, imply larger 
returns for British film producers, to judge from the Board of 
Trade’s film quota returns this week. In the year ended Sep- 
tember 30th last year the statutory quota of British films to 
be shown in the country’s cinemas was set at 40 per cent 
for first features and 25 per cent for supporting programmes, 
in fact, the percentages achieved were 30.4 per cent and 22.5 
per cent respectively. A majority of cinemas reporting 
(2,335 out of 4,632) defaulted upon their quota obligations: 
since these included the three major circuits, Odeon, 
Gaumont-British, and Associated British Cinemas, they 
represented a much greater ey of a — ), s — 
capacity. The exhibitors ined simply that there 
not enough British films aoe: a State of affairs that seems 
likely to be recognised in limiting the quota for the coming 
year to 30 per cent. 

Exhibitors’ tives met Sir Wilfrid Eady at the 
Treasury last week to submit a plan for increas i 
prices by an average of a penmy a seat, to be sharo® y 
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between exhibitors and producers. existing | 
levy ” on exhibitors’ financed by higher prices and 
tax adjustments » cost the T; 
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at prices and the levy have been put forward by more than 
ope section of the industry in the last few weeks, though these 
jifier about the sharing of the additional proceeds. Some 
xhibitors have been concerned, however, that any proposals 
should be made which might suggest to the Treasury that 
he industry can afford to put up prices without adversely 
fecting cinema attendance ; the Chancellor’s regard for the 
‘gture of British filan production may be less strong than 
nic desire for larger proceeds from Entertainments Tax to 
help solve his Budget problem. 


* * ¥ 


falling Bank Deposits 


The seasonal flow of funds to the tax collectors is, as 
ssual, producing a sharp contraction in the volume of bank 
deposits, as the Treasury uses its cash surplus to repay its 
foating indebtedness to the banking system. The latest 
catement from the clearing baaks shows that in the five 
weeks to February 21st, net deposits fell by £208 million 
to £5,835 million—though they were still {189 million 
above their corresponding 1950 level. The month’s con- 
traction was nearly £38 million smaller than the record 
decline that occurred in February, 1950 ; but it is clear that 
this difference was not attributable to any diminution in 
the rate at which the Governmeat was repaying debt. On 
the contrary, it is more than explained by a substantial 
increase in the credit requirements of the private sector of 
the economy. The pause in the upward trend of bank 
advances—caused last summer and early autumn by the 
spate of new issues—ended in October ; the rise was then 
resumed, and last month actually outstripped the correspond- 
ing movement of the previous year; February’s rise 
amounted to {62 million, in contrast with £39 million. 
(About £11 million of this expansion, it should be noted, 
arose from a special influence—the effects of the Irish bank 
strike upon the published advances total of the National 
Bank.) In the past few months, moreover, several of the 
banks have resumed net buying of investments ; the aggre- 
gate portfolio rose only slightly in January, but last month 
mcreased by {£14 million—owing mainly to the operations 
of the Midland Bank—whereas in February, 1950, it fell 
by £9,000,000, 


Over the month, therefore, advances and investments 
combined rose by over £76 million, compared with a rise 
of {29 million twelve months earlier—a difference that more 
(nan accounts for the somewhat slower decline in the level 
of deposits. It may be deduced, therefore, that Govern- 
mental repayments have be2n on a somewhat larger scale 
(aan they were in 1950, evidently because the recent running- 
down of Britain’s surplus on its external balance of payments 
s reducing the strain that this surplus puts on the cash 
position of the Exchequer. The counterpart of the decline 
deposits is naturally to be foaid chi2dy in the banks’ 
doldings of floating debt—notably in their bills and call 
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monty, which have together fallen by nearly £155 million. 
But there has also been another sharp contraction in the 
holding of Treasury deposit receipts, whic, are dowa by 
£92} million on the month, at only £290 million, or 4.8 per 
cent of gross deposits. 


* * * 


Last Thoughts on Prohibitions ? 


_. There is at last some approach to finality in the pro- 
hibitions of the use of copper, zinc and their alloys in a 
tange of inessential end-uses, though the regulations con- 
cerned have undergone considerable amendment since they 
were first announced in December. A joint statement by the 
Ministry of Supply and the Board of Trade last week gave 
details of the permitted exemptions ; they relate mainly to 
export goods. 


Upon the principle of “ conversion factor” laid down by 
the Chancellor last week as the best criterion of assessing 
comparative uses of materials, the new arrangements require 
that any goods on the prohibited list must show an export 
value (f.o.b.) at least fifteen times their raw material costs 
if they are destined for dollar markets, and at least 50 times 
for other markets. Makers must establish, by past trade, 
definite inquiries, or orders, that the goods can be sold 
abroad, that import licences can be obtained, and that “the 
opportunities in the market are not purely temporary due 
to scarcity of metal in the importing country.” (They may 
also subsequently be required to show that the goods have 
been exported.) 


A few special cases, moreover, are admitted in the prohi- 
bition of goods for sale on the home market. Government 
orders are exempted ; so are articles where anti-corrosive 
material is a necessity (which the Ministry of Health might 
argue includes galvanised dustbins for the housing pro- 
gramme ?) and those in which very tiny amounts of the 
metals are needed for essential parts (such as gear wheels). 
The Government may issue licences, also, for the finishing 
of stocks of semi-fabricated or partly processed metal in 
stock on March 1st; or for metal “for work in progress 
which is not quite finished.” 


* * * 


Progress in Cotton 


The cotton industry last year produced 1,0§2 million 
pounds of yarn and 2,830 million yards of cloth, 6.3 per cent 
more yarn and 9.2 per cent more cloth than in 1949. The 
weekly average output of single yarn was 20.2 million pounds 
compared with 19.0 million in 1949 and 13.4 million in 
1945. The average weekly output of cloth was 54.4 million 
yards, 4.6 million more than the year before and 18.9 million 
more than in 1945. An analysis of these figures in the 
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current issue of the Cotton Board Trade Letter shows that 
the largest increase in output was in rayon yarns and cloths 
and mixtures of rayon and cotton. In the fourth quarter 
of the year rayon and rayon mixtures accounted for 10.5 
per cent of the yarn produced. and 25 per cent of the total 
cloth output. Production of rayon and mixture cloths rose 
by 20 per cent last year compared with a 6 per cent increase 
in the output of cotton cloth. . This increasing dependence 
on rayon will be halted this year, and probably reversed by 
the fall in rayon production ; this may cause some difficulty 
to those cotton firms that have installed special machinery 
for processing rayon. 


The chairman of the Cotton Board recently declared that 
the progress made by the industry towards higher efficiency 
was still too slow and last year’s figures lend point to his 
comment. The Cotton Board attributes most of the increase 
in output since the war to the expansion of the labour force 
—there were nearly 313,000 workers by the end of the year 
compared with an average of 118,300 during 1945—and 
only a small part to increased productivity per head. An 
independent estimate shows that by the end of the year 
barely a quarter of all the firms in the Master Cotton Spin- 
ners’ Associations had started or were planning redeployment 
schemes, fourteen concerns put new schemes into operation 
during the year, making a total number of 104 with 
another fifteen projects in preparation. About 300,000 ring 
spindles were installed during the year, bringing the total 
up to 10.4 million compared with 18.1 mule spindles (three- 
quarters of a million fewer than in 1949). There are more 
than 300,000 Lancashire looms in the cotton industry alone. 
The output of automatics has recently reached 900 a month 
as factory extensions have come into production, of which 
nearly three-quarters are sold on the home market ; about 
5,000 new automatic looms were probably installed last year. 


* * * 


Building Societies’ Active Year 


The Building Societies movement had another active 
year in 1950. The March issue of the Building Societies 
Gazette contains its usual careful annual estimate of the 
movement’s composite balance sheet and accounts, based 
on results for 1950 issued by 831 representative societies. 
These estimates, which are summarised in the accompanying 
table, show that the total advanced on mortgages in 1950 
was some {£273 million, only £3,000,000 less than the 
record 1949 figure. The movement continued to be 
an important source of thrift. Mortgage repayments 
amounted to £164 million in 1950 (£3,000,000 higher than 
in 1949) amd balances due to shareholders rose by 
£110 million (or by £22 million more than in 1949). Total 
saving through the movement, including saving for mortgage 
repayments, amounted to £276 million in the year. The 
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total number of shareholders and depositors in the movement 
is now over 2,900,000—very nearly as many as in 1935 - 
the average holding of these investors is just under £400, 
compared with £238 in 1938. ’ 
Despite the increase in advances shown by the Movement 
as a whole, the Gazette points out that some societies were 
following a policy of retrenchment in 1950. This was due 
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WOETOWEES ono cccc ican cnduséisdscnceee 1-38 1-44 | 150 | +-6 
neither to lack of potential business nor to a shortage of 
funds, as the increases in holdings of shares and deposits 
show, but to a feeling that caution was necessary at a time 
when current market prices of second-hand houses, whose 
purchase the movement now largely finances, are so far above 
replacement costs (Sir Harold Bellman drew special atten- 
tion to this point in his speech at the annual meeting of the 
Abbey National Building Society last week). In general, 
however, while some of the smaller societies that expanded 
their loans particularly rapidly in the early postwar years 
may now be drawing in their horns, the larger societies 
seem likely to continue their expansion. The Halifax 
Building Society, the largest in the movement, has recently 
announced that its assets increased by nearly {11 million, 
to £165} million, last*year ; new advances on mortgages 
amounted to £30} million (against £29 million in the pre- 
vious year) and mortgage assets rose by £12 million net, to 
£126 million. 


* * * 


Second Thoughts on Europe’s Steel 


The “ Rollman report ” on European steel trends, which 
was published at the end of 1949, was an ambitious attempt 
to forecast the pattern of European steel output, consump- 
tion and exports in 1953 ; its conclusions were impressively 
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my. The s:eel section of the Economic Commission for 
Europe, which prepared the estimates, has now revised some 
of its figures ; it has not, however, found any reason to 
abandon its gloom. 

The original estimate, which was prepared by assuming 
that all projected steel production targets throughout the 
continent would be fulfilled completely, and by estimating 
cular trends of consumption in Europe and its export 
markets. held that by 1953 Europe would be producing more 
than 70 million metric tons of steel, consuming within its 
houndaries not more than 58 million metric tons, and export- 
ing no more than 4,100,000 metric tons. In short, some 
3,000,000 tons of its available annual output would not 
fnd a market. The partial revision just published adjusts 
these figures in the light of experience since the original 
was drafted—though it specifically ignores future effects of 
rearmament and possible raw material shortages upon the 
steel industry. On present plans, Europe (not counting the 
USSR) could be expected by 1953 to have the capacity to 
produce nearly 75 million tons of crude steel (against a 
production of 60.7 million tons last year). Its home con- 
cumption might be 60 million tons in terms of crude 
“eel (which represents am increase of 9,000,000 on 
1949). World imports, the framers of the report now 
consider, might absorb a total of 7,200,000 tons, of 
which Europe might secure 80 per cent, giving 6,100,000 
tons for exports. As will be seen, this does not materially 
alter the unbalance that ECE expected ; it still suggests a 
possible excess of capacity over consumption in 1953 of 
8.000.000 to 9,000,000 tons of steel. Detailed calculations 
within the general estimate suggest, as would be expected, 
that this problem would exist almost entirely in Western 
Europe ; any surplus production in Eastern Europe could 
almost certainly be disposed of in exports without difficulty. 


The Commission’s revisions are interesting and go some 
way towards meeting the criticisms that the original report 
aroused from expert critics ; but it is difficult to estimate 
their validity in view of the two questions they have 
deliberately left aside: defence and raw materials. Arma- 
ment programmes cannot be regarded as -a permanent 
outlet for additional steel capacity, but their effect will pre- 
sumably not have subsided, in terms of steel demand, by 
1953, when Britain’s rearmament, for example, will be at 
its peak. The report’s recommendations concerning reduc- 
tion of steel producing costs, promotion of steel consumption, 
and restraint in prices remain valid whatever the reliability 
of their figures. But in the present circumstances, and with 
such heavy qualifications, the Commission’s estimate, which 
sxteen months ago represented so useful a venture in a 
field where other experts feared to tread, would seem for 
the present a rather less profitable statistical exercise. 


x x x 


More Reports on Productivity 


_ The first team from the food industry to be sent to the 
United States by the Anglo-American Council on Produc- 
lvity has published its report. It covers the handling and 
packing of meat and meat products and its general conclu- 
sons follow those made familiar by earlier reports. There 
s the same emphasis on the concentration of men and 
machines on single operations, with a resulting high rate of 
cutput. Most of the teams, including the meat packers, 
hesitate to censure British industry for failing to develop 
‘pecialisation to this high degree, on the ground that the 
British market is not large enough to justify the long pro- 
duction runs that are needed to yield the economies. A 
different version of this argument appears in another report 
on boxes and cartons. Here it is suggested that the size of 
the average American order (about five million cartons) 


justifies investment in high-speed machines at great capital 


pre deg that such machines would be uneconomic is this 
ty. These points are presented as axioms, but future 
ams might usefully examine the question how specialisation 
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developed in the United States, instead of concentrating 
principally on the way in which it is applied. It might be that 
the markets followed, and did not precede, such a high 
development of specialisation. 


Emphasis on the superior quality of American raw 
materials is another common feature of these productivity 
reports. The box-making team found several American 
techniques that would be impossible in this country because 
of lack of suitable materials. But perhaps it is not unfair to 
recall that comparatively few British industries paid close 
attention to feeding their machines with materials of uniform 
standard in the days when they could have insisted upon 
getting them ; it was more common to adjust the machine 
to the material. The productivity reports rightly emphasise 
the fact that high machine speeds and high rates of output 


involve careful preparation of materials and production 
schedules. 


One of the most marked differences in British and Ameri- 
can practice is that the British retailer still carries out many 
of the packing operations now performed in America by the 
processor. This is as true of sausages and canned meat as 
it is of pre-packed joints. The team from the meat industry 
is convinced that British meat concerns will at some time 
have to start pre-packing, and this will entail heavy invest- 
ment in machines and factory space. Who is to pay for this 
investment ? The team holds that it must be borne largely 
by the retailer, on the grounds that the packer is already 
working on a narrow margin and that the additional cost 
should not “ in fairness ” be passed on to the consumer. But 
would retailers accept smaller margins on pre-packed meat 
products on the argument that their distribution costs had 
been reduced in other directions ? 


Shorter Notes 


The International Monetary Fund has instructed its staff 
to consult with member countries to devise more effective 
methods to implement its policy on gold sales ; it considers, 
not very surprisingly, that this policy is being undermined 
by the fact that “some at least” of the large quantity of 
newly mined gold now being sold at premium prices on the 
industrial market is finding its way into private hoards. The 
Fund’s staff will not be envied for its task of “ consulting ” 
Mr Havenga on this matter. 

* 


Only 71.000 tons of coal had to be taken from Britain’s 
distributed stocks in the week ended February 24th; the 
total in hand, 9,786,000 tons, was a million and a quarter 
tons below that in the same week of 1950. Between the end 
of February and early May, stocks may be expected to decline 
by roughly a million tons ; so that at the end of the coal year 
1950-51 these may be down to what for practical purposes 
is almost “ zero stocks.” This situation, however, is con- 
siderably better than seemed possible a few weeks ago. Man- 
power in the pits continues to increase remarkably, with the 
recent wage award—and possibly the call-up of reserves—as 
a possible incentive ; it is a little disturbing, however, that 
the increase in total manpower should be accompanied by 
a rather slower rise in numbers of miners at the coalface. 
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Company Notes 


Associated Electrical Industries.—The 
reaction of Associated Electrical £1 ordinary 
shares to 86s. 9d. seems a thankless response 
to an impressive rise in trading profits and to 
the raising of the ordinary dividend from 
15 per cent to 20 per cent. But this response, 
and the movement of the preference shares, 
which were marked up to 40s. nominal, 
reflected the capital reorganisation proposals 
rather than the impressive results of 
the year. Group trading profits have 
increased from £7,602,000 to £8,440,000. 
In his review a year earlier, Mr Oliver 
Lyttelton pointed out that the return 
to holders of the equity in the full 
sense of revenue and capital reserves and 
ordinary capital—a total of £25,340,000—was 
little more than 3} per cent. Such a return, 
the chairman added, was “ unduly low, taking 
into account the risks which have to be 
undertaken and the long period during which 
conservative management and restraint in 
the distribution of dividends have built up 
the financial strength of the company.” The 
decision to raise the dividend to 20 per cent 
mects the best expectations that these words 
held out. “Net profits available for distri- 
bution” have fallen from £2,688,000 to 
£2,496,000, but this movement largely 
results from a substantial increase in the 
amount set aside for increased replacement 
costs of fixed assets from £500,000 to 
£950,000 ; this sum is in addition to the 
normal depreciation provision of £810,000, 
against £913,000. Of the increase in total 
profits from £7,762,000 to £8,605,000, taxa- 
tion has absorbed more than half, with a 
rise in the total provision to £3,960,000, 
against £3,519,000. 


The proposed capital reorganisation scheme 
with its cut in the preference dividend—at a 
price—and the proposals for an ordinary share 
wssue of nearly 700,000 shares at 40s. to 
employees may have caused sorme doubt in 
the minds of equity shareholders, though 
there is little in them to disturb the calm of 
preference shareholders. The company’s 
trading record and its future prospects are 
undimmed., There are orders in plenty to 
— the recent high levels of output and 
sales, i 


4 * 


Be Havilland Aircraft.—The preliminary 
statement of De Havilland Aircraft shows the 
results of a very satisfactory year, in which 
group net profits before taxation have risen 
from £824,664 to £1,071,101. The statement 
appeared on the same day as the debate on 
the air estimates. Mr Henderson’s statement 
that the fighter-interceptor force will be 
“very substantially” increased and that 
fighter-bomber squadrons will be re-equipped 
with Venoms augurs well for De Havilland, 
and should provide a proper return for the 
company’s work in the development of new 
aircraft. It is possible that the development 
costs of the Comet, which were met as far 
as the airframe was concerned from the com- 
pany’s own resources, may have imposed 
some strain on financial resources in 1950 ; 
if this is the case, the rise in profits will be 
the more welcome as a source of replenish- 
ment. In view of the company’s commit- 
ments both for the production of the Comet 
and of military aircraft, it 1s hardly surprising 
that De Havilland should have preferred to 
have put the whole of the increase into 
reserves rather than to raise the distribution 
to shareholders. The ordinary dividend, 
which is maintained at 10 per cent, a rate 
which has been paid since 1941, is amply 
covered by earnings of 36 per cent, against 
29 per cent in the previous year. The 
immediate effect of the maintenance of the 
dividend, despite the impressive rise in 


earnings, was that the £1 ordinary shares 
fell by 2s. to 43s. 6d., at which they yield 
£4 12s. per cent. 


The possibility that the company may 
eventually need additional finance of a 
permanent nature is a matter on which the 
full report may well throw light. In his 
speech last year the chairman suggested that 
new finance should wait until it became 
“more certain that the present satisfactory 
level of work is likely to continue in the 
future” and when it was clear that aircraft 
productive capacity was not “in excess of 
the economic requirements for the industry.” 
The company will certainly be one of the 
principal supports of the expansion of the 
air arm, and on this score continuity of orders 
seems assured for some considerable time 
ahead, 


* 


Store Profits.—For a year of expanding 
turnover and rising prices, the latest trading 
results of departmental stores (summarised 
in the inset table) are not impressive. It may 
be that William Whiteley provides a pointer 
to future prospects. Total sales of this com- 
pany were higher than in the previous year 
and turnover in some departments, particu- 
larly clothing, was described as encouraging ; 
but increased costs and lower profit margins 
destroyed the benefits that might have been 
expected, The trading results of all these 
companies also show some partial reflection 
of the recent scramble (which still continues) 
to buy goods before prices rise further. The 
satisfactory rise in profits of Lewis’s Invest- 
ment Trust may suggest that this factor was 
of considerable importance in the high wage 
areas of the North and Midlands, 

One of the most serious, and most contro- 
versial, problems of the retail trade is the 
effect of the Board of Trade’s control of 
certain profit margins and the probability of 
further cuts in the current year. Mr Wilson, 


Store Profits for year to end 1950 1951 
January, before tax £ £ 


BE pep ssvevernsbedsavese 302,896 271,768 

Ordinary divs............60- 25% % 
Harrods :— 

Group net profits ........... 1,456,628 1,526,963 

Ordinary divs... .......se0. 20% 20% 
Lewis's Investment Trust :— 

Consol. trading revenue...... 953,877a@ 1,116,2454 

Ordinary divs.........e.000. 20% 25% 
Selfridge (Holdings) :— 

Group trading profit ........ 746,105) 780,937 

Ordinary divs.............5+ 14% 14°, 
William Whiteley :— 

Trading profit ............. 188,028 179,204 

Ordinary divs.............++ 12% % 


(a) Includes 1950-51 revenue for subsidiaries not con- 
solidated £445,697 (£425,552) and profit on investments 
£22,342 (nil), (b) Includes £32,046 surplus on realisation 
of a trade investment. 


in a statement this week to the Drapers’ 
Chamber of Trade, said that he did not 
“accept the view that distributive percentage 
margins should remain unchanged at a time 
when manufacturers’ prices are increasing, 
thus giving an automatic and continuing 
windfall in the shape of increased cash 
margins.” But he was fair enough to add 
that the Board of Trade would take into 
account the changes in the volume of turn- 
over and increases in real distributive costs 
to ensure “the legitimate standard of living 
of the distributor and the cost of living to 
the consumer.” In a spirited attack on this 
policy, which he described as “ dishonest win- 
dow dressing,” Mr Eric Gamage pointed out 
that it will mean that “ retailers’ net sur- 
pluses will shrink alarmingly ” and that “it 
is a direct encouragement to many a harassed 
retailer to pay higher rather than lower prices 
in order to secure quite legally a living 
profit.” Unless economies can be made in 
other directions, such as in the costs of dis- 
play and advertising, it is likely that profit 
margins will in any case be squeezed. 
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SECURITY PRICES ANp 
YIELDS 


Net] -—— 


sett sarc. 
British Funds Price, | Price, | Yield, 








and Feb. 28, Mar. 7,| Mar.7. | Yield, 
Guaranteed Stocks | 1951 | 1951') 195)’ | Mar.7, 
__ fm | 185i 
s. d 
War Bonds 24%...) 104 Jim |£ © */f 34 
Mar. 1, 1951-53 017 0} 119 7; 
War Bonds 2)%...| 1013 | 1014 1099 9 
Exchequer stk. 24%! 102 | amg | S2t f/1 09 9 
. ° 
wrt 15,1985 f | 015 5 115 19 
Jar %...) 1023 | 102% | 013 8} 
Aug. 15, 1954-56 ol 712, # 
unding 23% pie ta 102% | 1023 we? LEGS 
_ June 15, 1952-57 136/295, 
Nat. Defence 3%...) 103% | 1035 [012 7 2 9 3, 
poy 3, 1954-58 1 3 5/210 6 
War oes 1044 | 104% (015 8) 2 4 ¢, 
Oct. 15, 1955-59 }2 3 Sian 3 
Savings Bonds 3%.| 99} 99 114 5/3 14, 
ia oe 994 | 993 | [e 6'3 0 8 
unding 24%...... ; 112 4 : 
April 15, 1956-61 230 0120 
ing 3%....... 7% | WH) 2 0 8)3 9g, 
April 15, 1959-69 116 9/3 5 9; 
Funding 3%....... 98 | 81115 9/3 3 4, 
Aug. 1, 1966-68 1115 6/3 3 9; 
Funding 4%....... 105§ | 106% 111 3/374, 
May 1, 1960-90 12 0 0/315 4 
Savings Bonds 3%.| 95% | 95H '2 2 7 >310 3 
Sept. 1, 1960-70 | 1/118 1/3 5 9 
Savings Bonds 24%) 93 934 1200 3 4 3 
May 1, 1964-67 | 11710 3 2 9) 
Victory Bonds 4%.| 1065 | 106} | 11310;3 8 @ 
Sept. 1, 1920-76 | 
Savings Bonds 3%.| 93% | 938/232 31 & 
Aug. 15, 1965-75 1119 6/3 7 9 
Consols 4% .......! 101} 01h | 2 0 1:'3126 § 


(after Feb, 1, 1957) . 
Conversion 54% ...| 92}xd) 92 Axd gf 
(after Apr. 1, 1961); 


tr 
ry 
oo 
ow 
~~ 

wy 

v= 


ge tA | aie 67jxd| 67jxd) 2 0 7)313 9 
after Apr. 1, )j ' ! ' 
Treasury Stk. 3%. .| 79§xdj T9ixd| 2 1 4/315 0 
(after ns 5, 1966)| 
= 2 tk, 34% | 995 | 100; | i 18 8 310 & 
une 15, -80 i 1118 8.310 7 
Rédemp. Stk 3%..| 88)xd| 88§xd 292 3/311 5 
t. i;2 010 380 1 
War Loan 3%...) 9% | 2 (22 1/3) 
(after Dec. 1, 1952), 
Consols 2}% oe | G68ixd) 68jxd 2 0 2 312 11/ 
pepe L 1968-73 | wom asl s Vu 
pril i, 2 ; 0! 
oe ene) 92kxd! 92}}xd : Bat : 9 Oe 
ar. 15, -717 | 8 4! 
ae 4°, Gtd.' 100} 1003 | ; 18 9 .c _ 
vov. 15, 1976-79 i119 0 10! 
Bet TR Gtd..| 88% ; 88} ; ; : : ; _ 
uly 1, 1978-88 | i i 
Brit. Tpt. 3% Gtd..| 934:xd) 93§jxd 2 1 9'35 9 be 
April 1, 1968-73 i 12 0 1;3 8 0 
Brit. Gas Gtd.3%..| 88§ | 88) | 2 2 1/312 O¢ 
. ay 1990-95 : }2 125 3H 4 
"i J a . A 98% | 11910 Sil % 
Feb. 15, 1979-81 | 119 9 311 8 


(e) To earliest date. (f) Flat yield. (g) Assuming re 
demption in 1957. (h) Flat yield given above. If re 
deemed, in 1952 net redemption yield £7 4 10, gross £939 
{})} To latest date. (mn) Net yields are calculated after 
allowing for tax at 9s. in {. *Assumed average life 
13 years 8 months. 


| | 
Price, | Price, | Yield, 











Last Two 

Dividends Ordinary Feb. 28, Mar.7, Mar. 7, 

Stocks =| 1951 | 1951} 1951 
(a) (6) (©) | ce ——- 
“| age | | .= 4 
60 ¢| 20 @\Anglo-Am. 10/| 8% | 8%, si 0 
25 b| 5 a@jAnglo-Iran. {1 .| 6 Sj 1,5 2 2 
5 a| 15 b\Assoc. Elec. £1) 90 7/6 | 411 5 
Tha b .. /10) 519 9 
40 ¢ c|Austin 5/-..... 7/3 |6 8 5 
5 a 6 |Bass {1 ....... y- ;6 1 5 
40 ¢ a \Boots 5/- ...... 48/6 | 4 2 6 
8 ¢ ¢ 25/74 | 317 
12 b a 94/- | 4 5 1 
5a 6 59/- |4 49 
5 b| 2a 41/6 32 5 
20 ¢| 6a m/- |4 0° 
15 ¢ 57/- | 5 5 : 

10 ¢ pA 48/lh | 4 3 
like 73 | 86/3 | 4 1 3 
lla 134/4 1534/44 | 4 15 ; 
15 2 33/104] 4 151 
1b 43/6 | 411 ll 
13a /9 6 9 8 
6 6 42/6 | 517 8 
10 ¢ 45/- \4 gu 
15 ¢ 58/9xd § 2 1 
45 > ao jsut 
/ 

1m s/- |6 11 ? 
7° ot 013 
. 88/9 | 410 2 
8 ¢ sy | 4 2} 

4 72/6 | 415 
mh ao/- |3 7 6 
15 @ : 45/6 | 413 5 
of tax. 


(a) Interim. (6) Final. (c) Whole year. tf Free 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended March 3, 1951, total 
ry revenue was £119,501,000, against 
nary expenditure of £96,381,000 and 
kenes to Sinking funds £3,251,000, Thus 
sinking fund allocations o 
$354,000, the surplus accrued sincé 
ril Ist is £769,546,000 compared with 
{649,450,000 for the coiresponding period 
4 year ago. 







ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 

















| Esti- 
| mate, 
11950-5 


Revenue 





l 
income Tax...... 1388 
120,0 3,900 
uties | 195, 4,000 
50,00 1,700 
270,00 “= 
Other Inland Rev. | 25 
Special Contributn. 60 
Total Inland Rev. 20280001934163'186686 16,542 
Customs......0+- 870,650) 753,996] 835,406] 20,217 24,787 
Bucs ....0csess 713,150, 683,510, 693,925} 16,005, 16,125 


Total Customs and arom 
Excite 55.5.0. \1585800 1437506 152933 36,222, 40,912 


55,298) 
77,837| 
47,541) 








Motor Duties.....| 6,000) 
Surplus War Stores! 35,006 
Surpi'sfromTradg.' 85, 
P.O. (Net Receipts); ... ete | 
Wireless Licences. / 13, 11,590) ese | 
Sundry Loans 27,000, 19,929) 23,476} 2,307 
Miscell. Receipts 
(in Crown Lands)) 70,00: $2,268) 


Total Ord. Rev... 38978003655131 368626 











111013 119501 
Saur-BarancinG |— |---| 
Put Otcg, Senshi 172,150, 151,500) 154,200) 3,300, 2,500 
sbcome ax on 
EP.T. Refunds.| §,700) 11,030 7,628 190 74 
Total . 4075650 3817661; 3848093'114503 122075 


NE 






to meet payments 
___& thousand) _ 


April 1,|April 2,1 Week | Week 









Esti- 
Expenditure mate, 


1950-51} 1949 | 1950 [ended ended 
ee Mar. | Mar. 

Mar 4,/ Mar 3,] 4 | 3, 

coog | 2950 | 1951 | 1950 i 1951 











URD.EXPENDITURE 
unt. & Man. of Nat. 
De’ 






parbt.----..... | 490,000] 463,603, 466,691) 37,834 37,713 
ayments to N, t | 
Ireland... .. % 34,933, 33, 1,730, 


9,838 9,230 


kee 508,375| 509,361) 39,599, 37,759 
PHY Services . . 29180692478595 2389004 49,646) 58,622 


Total Ord, Ex \ 
Sinking ioe po 














Total fexel, Self. | 
Expd.).... 345506 


Total finel. Self-| 
Bal. Expd ) 











Alter decreasing Exchequer balances by 


{157 341 to £3,426,852, the other operations 
mee week decreased the gross National 
t by 46,499,539 to £25,783 million. 


NET RECEIPTS (£ thousand) 


Tithe Act, 1936, 8 26........4 vitededictiaeed 20 

ss NET ISSUES ( thousand) 

zeae Telegraph (Money) Acts, 1948 and 1950 700 
Refan Vésdabdc hYsic ett eee 90 

{sport Guarantees Act, 1949, 3 32) ......cc., (108 

Mal Authorities Loans Act, 1945, s MY cane 8,300 


neous Financial Provisions A 946 -— 
Board ie 


§ 21) War Damage : seseuss 2,000 


Fi War Damage Commission 
“inance Acts, 1946 and 1947: Post-war Credits. 355 





CHANGES IN DEBT (£ thousand) 
RECEIPTS 


: ] PAYMENTS 
Nat Savings Certs. 3,800 | Treasury Bills .... 25,661 
% Def, Bonds..,. 1,785 | 24% Def. Bonds. . . 425 


} 
ax Reserve Certs. 14,093 | 24% Nat. War Bds. 
| 


Ways and Means 1949-51... ...... 250 
Advances ...... 1,720 | Other Debt :— 
i Internal. ..... 561 


| Treasury deposits. 1,000 








FLOATING DEBT 
(£ million) 








Ways & Means | Treas. 














Advances De- Total 
Date BCG posits | Float- 
. k. 0 b in 
Public y, 8 
Eng- | Banks | Debt 
Depts. land 








uo 
=~J3 
Q 
co 
a 


419-4 | 0-8 
390°9 
369-1 ooo 


2910-0 | 1883-6 
3200-0 | 1950-0 















ets 375-1 |... 6111 
— 410-8 | 11+5 6152 
a 384-0]... 6077 
1951 
















3270-0 | 1861-8 
3250-0 | 1823-3 
3220-0 | 1844-6 
3200-0 | 1801-9 


3190-0 | 1842-4 
3170-0 | 1808-1 
3170-0 | 1801-2 
3180-0 | 1749-4 
3170-0 | 1733-8 


3947 | ase 
406-3 | 2:5 
3968 |... 
407-8}... 


385-6 eee 
402-7 ee 
439-8 ose 
419-8 eve 
421-8 















ea 
8 
SOD NH GeIh © 














TREASURY BILLS 


(£ million) 












Average |Allotted 












Date of —_ 2 
Tender | oO! Min. 
fferea|APPH ed! attotted Allotment Rate 
} 





Dec. ‘ 
“7 ° . 67 
4 | 250-0] 10 350 82 
Jan 4 | 230-0] 10 3-35 70 
-4| 230-0] 10 2-75 60 
-3| 230-0] 10 2-79 60 
+8 | 240-0} 10 2-92 6l 
. -4| 230-0] 10 2-52 |] 54 
2 . -5 | 250-0} 10 4-51 22 
" 16 | 260- -7 | 260-0} 10 3-00 69 
” 93 | 250-0 | 331-4 | 250-0] 10 3-04 67 
Mar. 2 | 260- | 346-2 2-87 65 


| 260-0} 10 
{ 


ee ns os 

On March 2nd ap lications for 91 day bills to be paid 
from March 5 to March 10, 1951, were accepted dated 
Monday to Saturday as to about 65 per cent at £99 17s. 5d. 
and applications at higher prices were accepted in full. 
Treasury Bills to a maximum of £260 million are being 
offered for March 9th. For the week ending March 10th 
the banks will not be asked for Treasury deposits. 


NATIONAL SAVINGS 
(£ thousand) 









102,500 
117,700 


weer eee eneeeeree 


1,900 | 10,500 
2,900 | 3,200 


Net Savings ....----- eee 
P.O. and "Frusice Savings 










592,157 
641,744 


11,930 | 12,412 
10,752 | 16,461 








Total Net Savings...-----. 
Interest on certificates repaid 
— 


113,739 


eeeweereeee 


accrued 
in total invested.... 





BANK OF ENGLAND 
RETURNS 


MARCH 7, 1951 
ISSUE DEPARTMENT 


4 
Notes Issued:- , 


£ 
Govt. Debt... 11,015,100 








InCirculation 1295,087,441| Other Govt. 
In Bankg. De- Securities ... 1334,215,416 
partment .. 55,269,382) Other Secs.... 757,710 
Coin (other 
| than gold)... 4,011,774 
Amt. of Fid—— - 
Issue ....... 1350,000,000 
| Gold Coin and 
Bullion at 
; 248s. per oz. 
ee 356,823 
1350,356,823 1350,356,823 
BANKING DEPARTMENT 
£ f 
COIS ccc 14,553,000 Govt. Secs.... 312,816,441 
Rica hs sie 3,922,086 | Other Secs.:- 37,718,343 
Public Deps.:- 13,022,890) Discounts and 
Public Accts.*  12,769,803' Advances... 13,634,600 


H.M. Treas. 
Special Acct. 


SECUIUES.. 


24,082,743 
253,087 


Other Deps.:- 374,754,153 








Bankers..... 290,040,435 | Notes......- - 55,269,382 
Other Accts... 84,713,718 ' Coin.....ee0. 447,963 
406,252,129 406,252,129 


= Including Exchequer, Savings Banks, Commissioners of 
National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(£ million) 





1951 
| Feb. | Mar. 
28 7 
ssué Dept. i— 
Notes in circulation..... 5-8 1289-0 1295-1 
Notes in banking depart- 
WOE a5 ois cde cas ads *5} 61-4 553 
Government debt and 
SOCUNTO 5 5s chin d0as 5-3:1345-3.1345-2 
Other securities......... “7 0-7 0-8 
Gold and Coin.......... “4 4-4 4-4 


Valued at s. per fine oz... 


nian eed /0, 248/0\ 24870 
anking Depat. :— 


Deposits :-—~ 
Public Accounts ........ “0, 13-0; 12-8 
Treasury Special Account Ha 93.. O35 
DE ics c. 00> Sax keen *8 293-0, 290-0 
to Ee eee 2 Pee ‘1 90-1 84-7 
WOME cctieindies sai +2) 405-4 387-8 
Securities -— 
Government. .....eseces *9 313-2) 312-8 
Discounts, etc... . 2.20. *9 16-1) 13-6 
CE Sickie ty xed denn “7 32-6) 24-1 
Tete. 5 635  Rakeeesubed +5} 3619) 350-5 
Banking dept. res......... rk 62-0 55-7 
f / i C 
4a ul {Oo } /o 
“ Proportions 7s ic. caves ‘ 16-0} 15-2) 14-3 





* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue reduced from £1,375 to £1,350 million on 
January 10, 1951. 

“ THe Economist” INDEX oF WHOLESALE 
Prices (1927100) 


Feb. 20, | Mar. 6, 
1951 | 1951 





COLD AND SILVER 
The Bank of England’s official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
September 19, 1949, and the selling price to authorized 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
cash prices during last week were as follows :— 


London New York; Bombay 
ounce per ounce;per 100 tol 
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Company Notes 


Associated Electrical Iindustries.—The 
reaction of Avssociated Electrical £1 ordinary 
shares to 86s. 9d. seems a thankless response 
to an impressive rise in trading profits and to 
the raising of the ordinary dividend from 
15 per cent to 20 per cent. But this response, 
and the movement of the preference shares, 
which were marked up to 40s. nominal, 
reflected the capital reorganisation proposals 
rather than the impressive results of 
the year. Group trading profits have 
increased from £7,602,000 to £8,440,000. 
In his review a year earlier, Mr Oliver 
Lyttelton pointed out that the return 
to holders of the equity in the full 
sense of revenue and capital reserves and 
ordinary capital—a total of £25,340,000—was 
little more than 3} per cent. Such a return, 
the chairman added, was “ unduly low, taking 
into account the risks which have to be 
undertaken and the long period during which 
conservative management and restraint in 
the distribution of dividends have built up 
the financial strength of the company.” The 
decision to raise the dividend to 20 per cent 
meets the best expectations that these words 
held out. “Net profits available for distri- 
bution” have fallen from £2,688,000 to 
£2,496,000, but this movement largely 
results from a substantial increase in the 
amount set aside for increased replacement 
costs of fixed assets from £500,000 to 
£950,000 ; this sum is in addition to the 
normal depreciation provision of £810,000, 
against £913,000. Of the increase in total 
profits from £7,762,000 to £8,605,000, taxa- 
tion has absorbed more than half, with a 
rise in the total provision to £3,960,000, 
against £3,519,000. 


The proposed capital reorganisation scheme 
with its cut in the preference dividend—at a 
price—and the proposals for an ordinary share 
xssue of nearly 700,000 shares at 40s. to 
employees may have caused some doubt in 
the minds of equity shareholders, though 
there is little in them to disturb the calm of 
preference shareholders. The company’s 
trading record and its future prospects are 
undimmed. There are orders in plenty to 
— the recent high levels of output and 
sales. ; 


* 


De Havilland Aircraft.—The preliminary 
statement of De Havilland Aircraft shows the 
results of a very satisfactory year, in which 
group net profits before taxation have risen 
from £824,664 to £1,071,101. The statement 
appeared on the same day as the debate on 
the air estimates. Mr Henderson’s statement 
that the fighter-interceptor force will be 
“very substantially” increased and _ that 
fighter-bomber squadrons will be re-equipped 
with Venoms augurs well for De Havilland, 
and should provide a proper return for the 
company’s work in the development of new 
aircraft. It is possible that the development 
costs of the Comet, which were met as far 
as the airframe was concerned from the com- 
pany’s own resources, may have imposed 
some strain on financial resources in 1950 ; 
if this is the case, the rise in profits will be 
the more welcome as a source of replenish- 
ment. In view of the company’s commit- 
ments both for the production of the Comet 
and of military aircraft, it 1s hardly surprising 
that De Havilland should have preferred to 
have put the whole of the increase into 
reserves rather than to raise the distribution 
to shareholders. The ordinary dividend, 
which is maintained at 10 per cent, a rate 
which has been paid since 1941, is amply 
covered by earnings of 36 per cent, against 
29 per cent in the previous year. The 
immediate effect of the maintenance of the 
dividend, despite the impressive rise in 


earnings, was that the £1 ordinary shares 
fell by 2s. to 43s. 6d., at which they yield 
£4 12s. per cent. 

The possibility that the company may 
eventually need additional finance of a 
permanent nature is a matter on which the 
full report may well throw light. In his 
speech last year the chairman suggested that 
new finance should wait until it became 
“more certain that the present satisfactory 
level of work is likely to continue in the 
future” and when it was clear that aircraft 
productive capacity was not “in excess of 
the economic requirements for the industry.” 
The company will certainly be one of the 
principal supports of the expansion of the 
air arm, and on this score continuity of orders 
seems assured for some considerable time 
ahead. 


* 


Store Profits.—For a year of expanding 
turnover and rising prices, the latest trading 
results of departmental stores (summarised 
in the inset table) are not impressive. It may 
be that William Whiteley provides a pointer 
to future prospects: Total sales of this com- 
pany were higher than in the previous year 
and turnover in some departments, particu- 
larly clothing, was described as encouraging ; 
but increased costs and lower profit margins 
destroyed the benefits that might have been 
expected. The trading results of all these 
companies also show some partial reflection 
of the recent scramble (which still continues) 
to buy goods before prices rise further. The 
satisfactory rise in profits of Lewis’s Invest- 
ment Trust may suggest that this factor was 
of considerable importance in the high wage 
areas of the North and Midlands, 

One of the most serious, and most contro- 
versial, problems of the retail trade is the 
effect of the Board of Trade’s control of 
certain profit margins and the probability of 
further cuts in the current year. Mr Wilson, 


Store Profits for year to end 1950 1951 
January, before tax £ £ 
A, W’. Gamage :— 
DPR Vas bess Debs oweee code 302,896 271,768 
Ordinary divs.......0s.-se0- 25% 25% 
Harrods :— 


CONEY GB. iv ese cvicioes "0 


Group net profits ........... 1,456,628 1,526,963 
f 20% 
Lewis's Investment Trust :-— 3 


Consol. trading revenue...... 953,877a 1,116,245¢ 

Ordinary divs.........0sc00% 20% % 
Selfridge (Holdings) :— 

Group trading profit ........ 746,105) 780,937 

rer 14% 14°, 
William Whiteley :— 

Trading profit ............. 188,028 179,204 

OEY GIG ovis cc ccvesss 12% 0% 


(a) Includes 1950-51 revenue for subsidiaries not con- 
solidated £445,697 (£425,552) and profit on investments 
£22,342 (nil). (b) Includes £52,046 surplus on realisation 
of a trade investment. 


in a statement this week to the Drapers’ 
Chamber of Trade, said that he did not 
“accept the view that distributive percentage 
margins should remain unchanged at a time 
when manufacturers’ prices are increasing, 
thus giving an automatic and continuing 
windfall in the shape of increased cash 
margins.” But he was fair enough to add 
that the Board of Trade would take into 
account the changes in the volume of turn- 
over and increases in real distributive costs 
to ensure “the legitimate standard of living 
of the distributor and the cost of living to 
the consumer.” In a spirited attack on this 
policy, which he described as “ dishonest win- 
dow dressing,” Mr Eric Gamage pointed out 
that it will mean that “ retailers’ net sur- 
pluses will shrink alarmingly” and that “it 
is a direct encouragement to many a harassed 
retailer to pay higher rather than lower prices 
in order to secure quite legally a livi 
profit.” Unless economies can be made in 
other directions, such as in the costs of dis- 
play and advertising, it is likely that profit 
margins will in any case be squeezed 
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SECURITY PRICES ANp 
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j \ t SS 
British Funds Price, | Price, Viel Gross 
and Feb. 28, Mar. 7,| Mary | ¥ 


Guaranteed Stocks | 1951 | 1951’ 1951" | Mar. 7, 
| 


‘ 
War Bonds 24%...| 1013 | 101 | £ wale 3 
Mar. 1, 1951-83 017 0} 119 §; 
War Bonds 24%...| 10148 | 1018 | .. = |g 39 2! 
Mar. 1, 1952-54 O17 4\119 3 
Seige [ime |Oe 31g 
waug. 15, 19066 | ot | 2H) OE 8) 16 
F en... 1024 | 1023 me Lae 
June 15, 1952-57 1361299; 
Nat. Defence 3%...} 103% | 1033 [012 7 2 9 % 
July 15, 1954-58 1 3 5120 « 
War Loan 3%..... 104} | 104% 015 8/24 ¢! 
Oct. 15, 1955-59 11 3 Si2n 3; 
SxPiacpeese | | ORT 32 La 
ug (113 6) 
Funding 24%...... 994 93 12 : : 0 8) 
April 15, 1956-61 1110 O12 
unding 3%....... 9% | 97812 0 8 13°9 
April 15, 1959-69 116 9/3 § 9; 
Pending Foo: 98 | 98% | 1 5913 3 @ 
ug. - /115 6 ! 
Funding 4%....... 105§ | 1064 111 313 ; s 
May 1, 1960-90 12 0 0/335 4 
Savings Bonds 3%.| 9% | 954/22 7 3)0 3 
Sept. 1, 1960-70 /}1318 1/35 9; 
Savings Bonds 24% 93 934 ;200 34 3 
May 1, 1964-67 | 117103 2 9; 
Victory Bonds 4%.| 1064 | 1068 | 11310 3 8 @ 
Sept. 1, 1920-76 | 
Savings Bonds 3%.| 93% | 98/232 3n1 & 
Aug. 15, 1965-75 | (119 6.37 9 
Consols 4%% ....... | 101 | 101A | 2 0 1/325 be 
(after Feb. 1, 1957) ° 
Conversion 34% ...| 92}xd| 92Axd 2 1 8/315 9 
(after Apr. 1, 1961), i 
Treasury Stk, 24%.| 67§xd| 67jxd) 2 0 7,313 9 
(after Apr. 1, 1975) i ' 
Treasury Stk. 3%. .| T9}xdj 7W9jxd) 2 1 4/315 of 
(after Ape. 5, 1966)| 
Treasury tk. 34% .| -99f | 100} [118 8 310 & 
June 15, 1977-80 | 1118 8/3107 
Redemp. Stk. 3%. .| 88jxd) 88fxd 2 2 3 311 Se 
t. ~ | i '2 OW 31 UU 
War Loan 33%....| 92 | 92 [2 2 1/3160 
(after Dec. 1, 1952)! 
Consols 2% ...... | 68}xd| 68}xd 2 0 2 312 11/ 
Brit. Elect.3% Gtd..| 934,xd| 93jxd 2 1 7 3 9 6 
April 1, 1968-73 | 111911 3 710 
Brit. Elect.3% Gtd..| 92}xd! 924jxd 2 010 3 9 0 
Mar. 15, 1974-77 | | 201384 
Brit. Elect. 34% Gtd.| 100} | 100 | 118 9 310 10 
Nov. 15, 1976-79 | 1118 9) 310 10/ 
Brit. Tpt. 3% Gtd..| 88% | 882 |2 4 4 313 lo 
July 1, 1978-88 i2 20/31 6! 
Brit. Tpt. 3% Gtd..| Q5j;xd| 95gxd) 2 1 9/3 9 Be 
April 1, 1968-73 12 0113 80! 
Brit. Gas Gtd. 3%..| 883 | 88) | 2 2 1,312 0: 
May 1, 1990-95 | }2 15,3 
Brit. Iron & Steel} 98} 98% | 1 19 10 sus 
et sind cna O'S % 
Feb. 15, 1979-81 | }119 9 3 8 





(e) To earliest date. (f) Flat yield. (g) Assuming re 
demption in 1957. (hk) Flat yield given above. If re 
deemed, in 1952 net redemption yield {7 4 10, gross {959 
(})} To latest date. (m) Net yields are calculated after 
allowing for tax at 9s. in {. *Assumed average lite 
13 years 8 months. 





Price, | Price, | Yield, 
Feb. 28, Mar.7,, Mar. 7, 
1951 | 1951 = 1951 





Last Two 

Dividends ass | 
| 
| 








www ee A 
oie a gs da 
60 ¢| 20 @|Anglo-Am. 10/| 8% | 8% 311 0 
25 6| 5 ajAnglo-Iran.{1.| 6h | 54 |5 2 2 
5 a| 15 bjAssoc. Elec. £1) 90/- | 87/6 (411 5 
Tha| 20 b\Assoc.P.Cem.41) 91/10$| 91/10} 5 19 9 
4 c}/ 3B ¢ 27/6 | 27/3 6 8 5 
+5 a/t20 b 150/74 |150/- _6 1 3 
4 ci la 48/6 | 48/6 | 4 2 6 
8c] lc 27/- | 25/4, 317 
1226] 8a .| 95/- | 94/- |4 5 1 
5 al 6 1 60/45 | 59/- | 4 4 : 
5 b a \Courtaulds {1 ..] 41/6 | 41/6 32 5 
20 ¢ a |Disti 21/- mies 
15 c] 15 c¢|Dunlopf{1.....) 58/6 | 57/- | 5 33 
10 ¢}| 10 ¢ {Ford 48/14 | 48/14 | 4 -s 
lip c} 17} ¢ \Gen. ..| 86/3 /3 | 4 35 
ll aj 21 } Guinness £1.....134/44 154/4} | #15 i 
15 a| 11} |Hawker Sid. 5/-| 35/1} | 35/10}! 4 nil 
7 6| 3 a@iImp. Chem. {1.| 44/6 ase | $0", 
134 | 18} [Imp. Tobacco £1/100/- | 98/9 | & 8 
5 @| 746 |Lancs.Cotton{l| 43/6 | 42/6 | 31) 1) 
10 ¢} 10 ¢\Lever 45/- | 45/- \4 . 4 
15 c| 15 ¢|Lon. 58/9xd| 58/9xd as § 
45 6) 15 a |Marks& 83/6 | 82/9 31 
4b! 8a\P&O 58/- | 58/6 sud 
1746| ThalP. 39/- | 38/- 476 
5 b 8 a\" 85/74 | 83/1} ‘ie 

a 6 |Tube Invst. St 6 410 2 
a| 16¢)T. & Newall {1.| 88/9 | 88/9 | $7) | 
8 c! 8 cjUnion Castle 39/- | 39/- 47 
¢ 17} ¢ |U. Sua Betong On shed 3176 
15a | 2715 gi. || 45/9 45/6 | 413 § 
a) Interim. (6) Final. (c) Whole year. t Free of tax. 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended March 3, 1951, total 
ary revenue was £119,501,000, against 
expenditure of £96,381,000 and 
eyes to sinking funds £3,251,000. Thus 
cluding sinking fund allocations © 
8354,000, the surplus accrued since 
April Ist is £769,546,000 compared with 
749,450,000 for the cotresponding period 
A year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


eceipts into the 







Exchequer 
___(f thousand) ce 
April 1, April 1, Week | Week 
Revenue 1949 950 |ended, ended 














Mar. | Mar. 
4, 3, 
1950 | 1951 


58,793 62,357 


Gertad s.<0.-ss | 120,0 4,300) 3,900 
Estate, etc., Duties | 195, 800; 4,000 
Stamps..........} 50,00 1,500: 1,700 
Profits Tax ...- | 979 09 3,600! 4,500 
BPI. -isssiva’ , 200, .... 
Other Inland Rev. | 40) 25 
SpecialContributn.| 4,50 100; 60 


Total Inland Rev. 2028000!1954163}1866869] 72,333) 76,542 








Customs......0+ . | 870,650, wee 835, 20,217; 24,787 
Buel «osc ndaue , 713,150 683,510) 695,925) 16,005, 16,125 
Total Customs and | 

Reet xcs ives \1585800, 1437506 152933 36,222 40,912 
Motor Duties.....| 56,0001 55,298! 60,67 | 501 
Surplus War Stores) 35, 77,837; 37,23 9 3 
Surpi'sfromTradg.| 85, 47,541) 80,905) ...  ... 
P.O. (Net Receipts); ... Ki 7, 7 800... 
Wireless Licences.! 13,0 11,590! 11, soe | 3,250 
Sundry Loans 27,000, 19,929} 23,476] 2,307, ... 
Miscell, Receipts | 

(in Crown Lands 294 


70,000) 82,268) 68,86 
sitintabiai i 
Total Ord. Rev... 3897800'3655131'3686265'111013 119501 


Stur-BarancinG |———_______} 


Post Office... . 172,150! 151,500) 154,2 








to meet payments 
(¢ thousand) 













| Esti- arom ae 
Expenditure mate, April 1,|April 3,1 Week | Week 
1950-51) 1949 | 1950 [ended | ended 

to | to Mar. | Mar, 


Mar 4,|Mar 3,) 4, | 3 
1950'| 1951] 1950 | 1951 






URD. EXPENDITURE 
lat. & Man. of Nat. 
Debt.......... 1 490 
Payments to N ' 
; | ee 36, 34,933, 33 
Uiber Cons. Funds 11,00) 9,838 9,2 


ee 537, 


Supply Services .. 























39,599 37,759 
49,646 58,622 


| 
968/2898365] 89,245, 96,381 
18,713) 18,354 4,043, 3,251 





Total Ord, Expd,, 345506 
Sinking Funds ee 










Total (excl. Self- | 
Bal. Expd.).. /545506 
Total fine, Self-| 

Bal Expd.).... 136329) 


After decreasing Exch 
pai equer balances by 
{157,341 to £5,426,852, the other operations 
het week decreased the gross National 
t by {6,499,539 to £25,783 million. 








; NET RECEIPTS (€ thousand) 
ithe Act, 1936, 8 26.......... pub cweds cucu 24 


NET ISSUES (£ thousand) 
PO and Tel 


LF ak es Coen Am e100) 

uarantees Act, 1949, § 3(2)........+. 105 

= Authorities Loans Act tae 31)...... 8,300 
neous Financial Provisions Act, 1946 :— 

War Damage: Board of Trade......;.. —_ 

Fi ar Damage Commission 

“mance Acts, 1946 and 1947: Post-war Credits. +38 


13,550 


CHANGES IN DEBT (£ thousand) 
REceEretTs PAYMENTS 
Nat Savings Certs. 3,800 | Treasury Bills .... 25,661 
% Def, Bonds.... 1,785 | 23% Def.Bonds... 425 
ax Reserve Certs. 14,093 | 25% Nat. War Bés. 
Ways and Means }  14949-51........ 250 
Advances ...... 1,720 | Other Debt :— 
} _ Internal...... 561 
| Treasury deposits. 1,000 





21,398 





FLOATING DEBT 
({ million) 












Ways & Means | Treas, 
De- 


Dots Advances ao 
mE posits loat- 
Bike| tae | att oh 
ng- anks 
Depts land 





5708-3 
564-0 | 6104-9 









2910-0 | 1883-6 


3200-0 1950-0 


419-4 | 0-8 
390°9 |} ase 































Dec, 2 [5230-0 | 1956-3} 369-1 vee 525-0 | 6080-4 
» _9 | 3240-0} 1951-6] 375-1 ase 545-0 | 6111-7 
w 16 [5260-0 | 1939-8] 410-8 | 11-5 | 530-0 | 6152-1 
Ser 5168°5 384-0 ° 525-0 | 6077-5 

Jan. 6 [3270-0 | 1861-8} 394-7 eee 500-0 | 6026-5 
w 13 $3250-0 | 1823-3] 406-3 | 2-5 | 470-0 | 5952-1 
» 20 [5220-0 | 1844-6] 396-8 oes 445-0 | 5906-4 
» 27 [3200-0 | 1801-9] 407-8 420-0 | 5829-7 


























Feb. 3 [3190-0 | 1842-4] 385-6 | ... | 420-0 | 5837-9 
» 10 [3170-0 | 1808-1} 402-7 | ... | 395-0 | 5775-8 
” 17 13170-0/ 1801-2] 439-8 | |. | 360-0 | 5771-0 
» 24 13180-0!| 1749-41 419-8 | ... | 340-0 | 5689-2 

Mar. 3 |3170-0 | 1733-8] 421-8 | 339-0 | 5664-3 

i j 


TREASURY BILLS 


(£ million) 














Average 


Date of Rate at 
Tender of Min. 
Allotment 





. | 302: 3-50 
1951 
Jan. 6 0} 4] 3°35 
» 12 | 230-0 | 319-4 | 230-0] 10 2-75 
” 39 | 230-0 | 321-3 | 230-0] 10 2-79 
” 26 | 240-0 | 337-8 | 240-0] 10 2-92 
| | 
Feb. 2 | 230-0 | 336-4 | 230-0] 10 2-52 
» 9 | 250-0 | 334-5 | 250-0] 10 4-51 
” 16 | 260-0 | 337-7 | 260-0] 10 3-00 
. 23 | 250-0 | 331-4 | 250-0} 10 3-04 
Mar. 2 | 260-0 | 346-2 | 260-0} 10 2-87 
| 


eS 

On March 2nd applications for 91 day bills to be paid 
from March 5 to March 10, 1951, were accepted dated 
Monday to Saturday as to about 65 per cent at £99 17s. 5d. 
and applications at higher prices were accepted in full. 
Treasury Bills to a maximum of £260 million are being 
offered for March 9th. For the week ending March 10th 
the banks will not be asked for Treasury deposits. 


NATIONAL SAVINGS 
(£ thousand) 


seer eer es eeweere 


aeeeeeresesesere 


Net Savi 
P.O. and 


ee eee 














ane cates nts 11,930 | 12,412} 592,157 
Repayments ....++++++++ 10,752 | 16,461 | 641,744 
Net Savings .....+---++> 
Total Net Savings.....-+-- 621 | 4,106 
teres certificates repaid 615 752 26,320 
ee cand ss ccss FOS] ee | See 


Change in total invested.... }+ 1239 |+ 6,474 


BANK OF ENGLAND 
RETURNS 


MARCH 7, 1951 
ISSUE DEPARTMENT 
c 

Notes Issued:- e Govt. Debt... 
In Circulation 1295,087,441| Other Govt. 
In Bankg. De- Securities ... 
partment .. 55,269,382) Other Secs... . 
| Coin (other 
than gold)... 





4,011,774 
Amt. of Fid—— — 
| Issue ....... 1350,000,000 
| Gold Coin and 
B hon at 
; 248s. per oz. 





uel... ccd 356,823 
1350,356,823 1350,356,823 
BANKING DEPARTMENT 
f f 
Capital . oases 14,553,000 | Govt. Secs.... 312,816,441 
RO sce sccs 3,922,086 | Other Secs.:- 37,718,343 
Public Deps.:- 13,022,890! Discounts and 
Public Accts.*  12,769,803' Advances... 13,634,600 


H.M. Treas. Securities.... 24,083,743 








Special Acct. 253,087 

Other Deps.:-— 374,754,153 
Bankers..... 290,040,435 | Notes.....ee2 55,269,382 
Other Accts... 84,713,718 ' Coin......4.. 447,963 
406,252,129 406,252,129 


2 Including Exchequer, Savings Banks, Commissioners of 
National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(£ million) 












1951 
. | Feb. | Mar. 
28 7 
ssue Dept, i— 
Notes in circulation..... 61285-8 1289-0'1295-1 
Notes in banking depart- 
Wi. hs 35 Gakoes 64-5) 61*4 55-3 
Government debt and 
securities? 30... ccexvse *41345-3.1345-3.1345-2 
Other securities......... “6 0-7 0-7; 0-8 
Gold and Coin.......... “4 4-4 4-4 4-4 
Valued at s. per fine oz... | 248/0, 248/0, 248/0 248/0 


Banking Depat. :— 


Deposits :— 
Public Accounts ........ 0} 13-0) 12-8 
Treasury Special Account aS  9-S...0°3 
BORROES oa veccccopauus 8 293-0) 290-0 
GB aise hi ci Mes i 90-1; 84-7 
TOUR 5 0 sdinviccsevetvas 2 405-4, 387-8 
Securities :— 
Government..........+: 9 313-2) 312-8 
Discounts, etc... .ssccees 9 16-7, 13-6 
PO cai inn eerasobes 7; 32-6) 24-1 
BOM a tbs. fix es¥ reese 5} 361-9) 350-5 
Banking dept. res......... li 62-0; 55-7 
o/ € 
{0 o 
“ Proportion ”.........05. 0 ° 3 





* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue reduced from £1,375 to £1,550 million on 
January 10, 1951. 

“Tue Economist” INDEX OF WHOLESALE 
Prices (1927100) 


Mar, 7, | Feb. 20, | Mar. 6, 
1950 1951 | 1951 





ereals & Mea 


Other foods ........... | 172-4 | 172-4 
Teetie 6 snc sR | 217-3 335-8 | 338-3 
DEOENIE co 0c casas \ . | 335-4 


COLD AND SILVER 


The Bank of England’s official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
September 19, 1949, and the selling price to authorized 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
cash prices during last week were as follows :— 





London New York} Bombay 
per ounce'per ounce)per 100 tolas 









Mar. 1.. | 
» 2-ce | 78-5 | 90-36 | 113. 10 
» de.» | Markets Closed | 192 6 M3 15 
iy oe 78-5 | 90-16 | 192 12 13 
ae Mes 78:5 | 90-16 } Markets Closed 
*: 78-5 | 1132 

} i 


” 
t 
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COMPANY MEETINGS 


BANK OF LONDON & SOUTH AMERICA 
LIMITED 


SATISFACTORY PROFIT 
MR. FRANCIS M. G. GLYN ON EXCHANGE RATES 


The eighty-ninth annual general meeting 
of the Bank of London & South America 
Limited will be held on April 3rd in London. 

The following is an extract from the state- 
ment of the chairman, Mr Francis M. G. 
Glyn, circulated with the report and balance 
sheet for three months ended December 31, 
1950: — 

Members were informed last November 
that in order to alter the bank’s balancing 
date from September 30th to December 31st 
of each year, it had been decided to introduce 


_ @m accounting period covering the three 


months between the date of our last accounts 
at September 30, 1950, and December 31, 
1950. In these circumstances variations in 
the balance sheet figures are unlikely to be 
the same as when the interval is a full year, 
while the profit and loss account and the 
dividend are based on the earnings of three 
months only. 


BALANCE SHEET 


The balance sheet totals at December 31st 
last at £165,885,093 exceed the corresponding 
figures at September 30, 1950, by £8,898,609. 
Account should, however, be taken of the 
omission from the totals at both dates of 
bills for collection on account of customers, 
previously included. Bills in course of 
collection at December 31, 1950, are now 
shown in Note (6) on page 8 of the accounts, 
and you will see that there is a substantial 
increase over last September’s figure of 
£34,832,163. Most of the increase represents 
increased business, though a part is due to 
delayed liquidations. 

The effect of variations in exchange rates 
on this occasion is small. Thus the increase 
from £105,100,753 to £111,804,733 in 
current, deposit and other accounts, etc., 
reflects a true expansion, attained despite 
seasonal withdrawals. The total of engage- 
ments on account of customers shows an 
increase of approximately £2,250,000. 

Although the figure of £43,780,018 for 
cash in hand, at bankers and at call is 
£1,003,544 lower than on September 30th 
last, this is to a large extent a seasonal reduc- 
tion ; as the percentage of cash, etc., to cur- 
rent liabilities (excluding those to the Argen- 
tine Central Bank, which are secured by other 
assets) still exceeds 38 per cent., I think you 
will agree that the liquid position of the Bank 
is above question. Increases of approximately 
£2,050,000 and £5,183,000 in bills receivable 
less rebate, and advances and other accounts 
respectively, show that the increased deposits 
are being profitably employed. 


PROFIT AND LOSS ACCOUNT 


The net profit on the trading for the period 
of three months ended on December 31st last, 
after providing for taxation, amounted to 
£82,749, which compares favourably with the 
average rate of earning for the preceding 
period of twelve months. While the net earn- 
ings themselves were higher, credit has also 
been taken for a conservative estimate of 
unilateral double tax relief in respect of the 

tion of taxation falling on the earnings 
of. the period under review. Owing to in- 
evitable delays in agreeing the tax liabilities 
in some of the countries where the Bank is 
established, the possibility of ascertaining the 
precise figure of relief with promptitude 
—— at present to be remote. 

t has again been considered advisable to 
refer to the proportion of the period’s profit 
still awaiting remittance. Some countries are, 
of course, handicapped by shortages of ster- 


ling-—Brazil for the moment being noteworthy 
in this ere Argentina has not, at 
any rate so far as this country is concerned, 
as yet granted any permits for the remittance 
of financial services. 


SIMPLIFICATION OF EXCHANGE CONTROL 


The countries of Latin America, physically 
remote from any likely area of world con- 
flict, yet able to supply many materials essen- 
tial for war, inevitably strengthen their 
economic position as a result of the feverish 
rearmament and stockpiling activities which 
arise from the present international tension. 
It is greatly to be hoped that prosperity will 
bring in its train a simplification of the com- 
plicated structure of controls which impede 
the flow of trade with many of these coun- 
tries. There are signs even now of move- 
ment in that direction. Peru’s efforts to cut 
herself free from the tangle have met with 
success, and Chile’s recent action to establish 
a legal free market in exchange has resulted 
in an immediate improvement in the Chilean 
peso on the open market. 


REMITTANCES 


In my address of 1949 I drew attention to 
the undesirable effects of multiple exchange 
rates. They tax the efficient producer and 
subsidise the inefficient; they penalise the 
consumer by forcing him to pay high prices 
for his goods ; briefly they are the antithesis 
of liberality in economic policy, too often 
used primarily as a means of raising revenue. 
Let us hope that advantage will be taken of 
the present turn of events to eliminate some 
of the inconsistencies created by these 
systems. 

Let us hope, too, that the near future will 
see the resumption everywhere of financial 
remittances, payments which are withheld in 
some countries as though they represent 
debts not of the same standing as those 
incurred by the current purchases of goods. 
Yet the British and other foreign resources 
which were transferred to such countries have 
played a great part in their development and 
the creation of the riches which their inhabi- 
tants now enjoy. The desirability of attract- 
ing new capital is repeatedly acknowledged by 
their leaders, and equitable treatment and a 
fair return for any such investment promised. 
But still in many cases a tions from avail- 
able resources to meet these long overdue 
remittances are not made. 


TAXATION ON UNREMITTABLE PROFITS 


This brings me to my final point—that we 
must still pay British taxation on these 
unremittable profits. Our liability to pay tax 
in sterling on earnings which cannot be con- 
verted into sterling is in itself hardly equit- 
able ; a worse aspect, however, is that to 
meet this taxation we and institutions in 
similar circumstances must find sterling from 
resources other than the profits which are 
taxed, and in doing so we make inroads into 
funds legitimately accumulated for other 
purposes. Would it not be only reasonable to 
defer the tax charge until these profits are 
received or remittable in sterling ? 

Though some relief has been afforded by 
the double taxation provisions of the Finance 
Act, 1950, this anomaly remains, and injures 
those very institutions which, because of their 
contributions to British exports, both visible 
and invisible, should surely receive every 
encouragement. 
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MERCANTILE BANK oF 
INDIA. 


EFFECT OF HIGHER COMMODITY 
PRICES 


SIR CHARLES A. INNES’ REVIEW 


The fifty-eighth annual generai 
The Mercantile Bank of India, Limied on 
be held on March 29th in London | 


The following are extracts from the state. 
ment of the chairman (Sir Charles A. Inne, 
K.C.S.L, C.LE.):— : a 


Deposits have increased by £12,000,009 
and the balance sheet total stands 3; 
£67,000,000, compared with £54,000.000 in 
1949. On the assets side, the outstandiny 
features are an increase of nearly £7,000,00; 
in bills and £4,500,000 in loans and advance; 
These increases are the direct result of th: 
very much higher commodity prices which 
prevailed especially in the second half of ths 
year. Our profit is up on the previous year’s 
figure, and we are again paying a dividend 

12 per cent., less tax, for the year. 


INCREASED PRESSURE FOR FINANCE 


Since I addressed you last year there has 
been a serious worsening of the internationa! 
situation. But while the political scene 
darkened, the immediate effect of the inter- 
national tension and of the war in Kore 
was to create a somewhat hectic prosperity 
in many of the countries in which we have 
branches. Trade boomed in Hongkong and 
Japan. There was a scramble for rubber ani 
tin, largely for strategic stockpiling, in the 
United States and many other countries, and 
prices rose to heights which a year ago would 
have seemed quite fantastic. Malaya and 
Thailand and in a less degree Ceylon profited 
greatly, and moreover, since rubber and tn 
are important earners of dollars, the rise in 
the price of the two commodities materially¢ 
helped to alleviate the world dollar shortag: 
and to improve the position of sterling 
Pakistan, too, benefited by the demand for its 
jute, cotton and wool, all of which fetched 
high prices. As was only to be expected, the 
higher level of commodity prices increased 
the pressure on banks for finance, and this 
trend is reflected in our accounts in the higher 
proportion of our resources which is invested 
in loans, advances and bills. These very high 
prices obviously cannot last indefinitely, and 
the possibility of a sudden break in prices, 
though at the moment it does not seem [0 % 
likely, has always to be borne in mind. 


INDIA AND PAKISTAN 


On Jan 26th last India completed th: 
first year of existence as an independent 
ublic. It was a year of economic strain. 
are some bright spots in the picture. 
In the 12 months following the devaluation 
of the rupee in September, 1949, there was 4 
favourable balance of trade of more than nine 
crores of rupees compared with an advers: 
of nearly 221 crores in the previous 

twelve months. 


One of the most important events of th: 
year was the award made in August last by 
the All-India Industrial Tribunal dealics 
with Bank disputes. The award has it- 
creased our local establishment charges 1° 
India by nearly 15 per cent. It also decrers 
that any Bank which pays 4 dividend of 4 
per cent or more to its shareholders — 
also pay a bonus to its employees, the — 
of the bonus varying with the amount 'y ; 
dividend. The award is the subject of 2° 
appeal to the Supreme Court, and a 
merely say now that it looks as if the - 


of the award should it be implemente 
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fyi] may well be to restrict banking facilities 
‘; India and to increase the cost of banking 
services to the public. 

On the economic side, Pakistan has been 
nore fortunate than India. The war and its 
developments ‘have created | a sirong world 
demand for Pakistan's principal exports, jute, 
cotton, wool and hides and skins. Prices 
have rocketed up and in spite of the 2s. 2d. 
rupee and heavy export duties on wool and 


cotton, Pakistan is enjoying an export boom. 


BURMA. CEYLON AND MAURITIUS 


Conditions are still confused in Burma, and 
t is not easy to obtain a clear picture of the 
cate of the country. There seems to have 
been some improvement and the Government 
have made some progress in re-establishing 
their authority. ‘There has been a welcome 
improvement in the import trade, much 
needed supplies of piecegoods having arrived 
from Japan and India. 

The prosperity of Ceylon depends on its 
three great export crops, tea, rubber and 
coconut products, and the island had a very 
sood vear. There was also a favourable 
salance of trade in 1950 amounting to nearly 
Rs, 400 million, and Ceylon has at present a 
favourable balance of payments. Ceylon 
therefore is very prosperous, but it has to 
be remembered that when world trading is 
resumed on a competitive basis, it will almost 
certainly be necessary to remove or materially 
to reduce the export duties. 


Mauritius was again fortunate enough to 
escape a cyclone and for the fourth year in 
succession it harvested, at 456,600 metric tons, 
a record sugar crop. 


Hongkong has experienced another year of 
remarkable prosperity. The rehabilitation of 
Japanese industry goes on apace in spite of 
the difficulty experienced in obtaining ade- 
quate supplies of raw materials. 





GOVERNMENTS STOCK 
AND OTHER SECURITIES 
INVESTMENT 


NEW ISSUE FORESHADOWED 


The ordinary general meeting of The 
Governments Stock and Other Securities In- 
vestment Company, Limited, was held on 
March Sth in London. 

Mr H. C. Drayton, the chairman, in the 
-ourse of his speech, said: In the year under 
‘evieW Our gross revenue was £151,800 as 
‘gainst {137,000 in the previous year, an 
increase of £14,800. Our income from divi- 
cends is up from £133,900 to £146,200. 

on interest on debentures and 
‘hcome tax from our revenue, we are left with 
: figure of £53,100 as against £45,500 and, 
if the shareholders approve the directors’ 
‘ecommendation of a dividend of 8 per cent. 
. the deferred stock, there will remain 
412,800 to be added to the undivided profits 
account. That figure is equal to another 
3.98 per cent. on the deferred stock. 

We intend as soon as possible to make a 
aew issue of deferred stock, which will be 
offered to the deferred ordinary stockholders, 
par by way of rights in the proportion of 
41 of new stock for every £12 already held. 
Special forms will be issued to the stock- 
holders to enable them to apply for any 
excess shares. We believe that this is in the 
‘tockholders’ interests and we hope that it 
will show them an appreciation when the 
shares are fully paid come to be quoted 
on the Stock Exchange. 

Our results this year will depend upon the 
taxation imposed upon us in April. How- 
‘ver, I shall be very sorry indeed if we can- 
hot come before you next year and present 


ie a revenue account as we have this 


The report was adopted. 
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TATE AND LYLE LIMITED 


“MR CUBE” WINS FIRST ROUND 


LORD LYLE ON SUGAR RATIONING 


The forty-eighth annual ordinary general 
meeting of Tate and Lyle, Limited, was 
held on March 7th in London. 


The Rt. Hon Lord Lyle of Westbourne, 
eA president, in the course of his speech, 
said : — 


Since our last meeting the most ‘mportant 
event affecting our company has vucen the in- 
clusion of the following words in the King’s 
Speech at the opening of Parliament on 
October 31, 1950: 


“A measure will be laid before you to 
place on a permanent basis the legislation 
relating to the beet sugar industry and to 
transfer to public ownership the shares in the 
British Sugar Corporation which are not 
held by the Exchequer.” 


One could infer from this that sugar 
refining has been dropped from _ the 
nationalisers’ list. But don’t let us be deluded 
into thinking that the comrades have turned 
their covetous eyes elsewhere, though I think 
that it is fair to claim that we have, vith the 
help of Mr. Cube, won the first round. 


As I warned you at our last meeting, the 
cost of our campaign was considerable. How- 
ever, in my view the publicity given to our 
affairs during the past two years has helped 
materially to maintain the prestige of the 
company. I hope that you will agree with 
me that the expenditure of this money in 
protecting the property of our company was 
well spent 


It will not be necessary, of course, to con- 
tinue spending at such a high rate, but I 
feel that it would be wrong to allow the 
volume of prestige advertising to sink back 
to the pre-war level. Even at that level the 
cost would amount to about £50,000 a year 
at present-day prices. I am sure that we 
must continue to keep our customers and the 
public informed about our affairs. Unless 
we do so we shall find unscrupulous people 
once again misleading the public with their 
muddle-headed misrepresentations and dis- 
torted theories. 


We propose to continue to use the services 
of the ..ims of Industry to assist us in this 
task. This non-profit-making organisation 
is doing a splendid job in telling the story 
of free enterprise. It did me the honour 
of electing me its president and I am proud 
to be able to serve in that position. 


IMPORTANCE OF FAIR COMPETITION 


The proposed nationalisation of the British 
Sugar Corporation, already controlled by the 
Treasury, is presumably a sop to the 
nationalisers. I cannot see what good this 
step is going to do anybody. But if it 
comes about, we shall not fear competition 
with a State-owned section of our industry 
so long as the competition is fair and above- 
board. 


We have prepared a paper setting out our 
views on how fair competition can be assured 
and have stressed the importance we attach 
to the removal of all restrictions such as 
quotas, zoning and the discouragement of 
new entrants to the industry. This paper has 
been sent to those who will be responsible 
for the Bill which no doubt will soon be 
placed before Parliament. I hope that our 
views will not again be ignored, but I am 
bound to tell you that so far no approach has 
been made to us with a view to discussing the 
various problems involved. 


Whether the beet industry is nationalised 
Or not, it 1s important that it should be put 
on a proper basis, in such a way that fair 
competition ts ensured. Without competition 
it 18 impossible to guarantee efficiency. We 
would naturally prefer trade in competition 
with free enterprise, but if a section of our 
industry is taken over by the nationalisers, 
it 18 Only by competition that there is any 
hope of avoiding the sickening spectacle of 
another State undertaking sinking rapidly 
into lethargy and decay. 


RECORD EXPORT SALES 


_The gross profit at £3,400,000 is some 
£370,000 higher than last year. This 
followed an increase of £8,000,000 in turn- 
over from £76,000,000 to - £84,000,000. We 
must thank our export trade for the im- 
proved results, for there was . decrease in 
our home trade both in sugar and syrup due 
to cuts imposed by the Minister. cers 
sales were once again a record for the com- 
pany, and I believe for any sugar-refining 
company in the world. They amounted to 
670,000 tons, an average of 13,000 tons per 
week, as compared with 470,000 tons last 
year. The total value of the exports amounted 
to £29,000,000 and involved trade with 
fifty-five separate countries. 


When the prosperity sharing scheme was 
introduced, it seemed to us an appropriate 
moment for announcing an increased divi- 
dend to shareholders. This modest increase 
will bring the total dividends on ordinary 
stock to 3s. per unit as compared with 
2s. 8.4d., if the final dividend now proposed 
is approved by this meeting. We hope that 
the increased distribution can be maintained. 


STATE BUYING 


Ladies and Gentlemen, before I finish I 
must comment on the present controls under 
which we are obliged to work. The most far- 
reaching of these are State buying and 
rationing. Our raw sugar suplies continue 
to be bought by the Minister of Food. What 
is so disturbing is that the responsibility for 
sugar is borne by a government which has 
shown itself totally unfitted for such a task. 
This is only too clearly illustrated by its 
efforts in the field of meat, ground nuts, eggs 
and poultry. It has bulk purchased and 
planned us into unprecedented scarcity. 


It is high time that buying was returned 
to private traders. A mistake made by one 
trader only affects his own pocket. A mistake 
by a Minister is magnified a hundred times 
and affects the pockets of all of us. Private 
traders are not encumbered with diplomatic 
problems. Given the opportunity they could 
get on with the job and I don’t for a moment 
doubt that they would supply us with more 
and better food at a cheaper price. re 


Is rationing necessary at all? Thanks to 
the Empire and our own farmers, there is 
available for this country, according to my 
latest information, a total of 2} million tons 
of sugar for which no dollars are needed. 
Edith Summerskill has said that unrationed 
requirements are 2,325,000 tons a year. Why 
does the Minister hesitate? Not because te 
sugar is unavailable. Not because it is going 
to cost us dollars. What, then, is the reason? 
I strongly suspect that it is largely due to 
the absurd and clumsy financial manceuvres 
with which the planners attempt to hide the 
rising cost of living. 


The report was adopted. 
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ABBEY NATIONAL BUILDING SOCIETY 


TOTAL ASSETS NOW £122,000,000 
EXTENSIVE SUPPORT FROM INVESTING PUBLIC 
VALUABLE SAFEGUARD IN A PERIOD OF INFLATION 
SIR HAROLD BELLMAN’S REVIEW OF YEAR’S ACTIVITIES 


The annual meeting of the Abbey National 
Building Society was held on March 2 at the 
Wigmore Hall, Wigmore Street, London. 


Mr Stanley C. Ramsey, F.R.1.B.A., deputy 
chairman, presided in the absence through 
indisposition of Sir Harold Bellman, D.L., 
J.P., LL.D., chairman. 


Sir Harold Bellman’s speech, which was 
read by Mr R. Bruce Wycherley, M.C., 
F.C.LS., managing director, was in part as 
follows:—It is our pleasure to meet you 
today in our 101st annual meeting. We thus 
inaugurate the scciety’s second century and I 
am happy to say that the report and accounts 
which we are now privileged to lay before 
you are worthy of the occasion. 


Turning to the accounts for the past year, 
two points stand out. First, the society has 
once more shown a strongly progressive ten- 
dency, while secondly, it has to be observed 
that this has been achieved on the prudent 
basis established by our century-old experi- 
ence. We submit our accounts, therefore, in 
the confidence that they will pass the most 
stringent tests. 


RECORD AMOUNT OF MORTGAGE ADVANCES 


The society’s expansion in 1950 is most 
directly reflected in the growth of its total 
assets, which increased by £18 million to 
£122 million. The amount advanced on 
mortgage last year, at {29 million, compared 
with £28 million in 1949, and established a 
new record in this sphere of our activities. 
It should be emphasised, however, that the 
great bulk of these advances were in respect 
of individual advances which did net exceed 
£2,000. 


This is very noteworthy, having regard to 
the present level of property values, and is a 
pointer to the fact that we have continued 
our mortgage business on cauticus lines 
during the past year. In its lending policy 
the board has been truly selective, since by 
no means all the mortgage securities offered 
have been accepted. Nevertheless, we have 
done our utmost to previde a service which 
is as helpful as possible to the borrower, 
while observing those canons of prudence 
which are no less in his than in our interests. 


The houses which form the security for 
our advances consist largely of the best type 
of those built between the wars. There is 
still a strong demand for houses of this 
character. In addition, sitting tenants con- 
tinue to purchase houses of which, in many 
cases, they have been tenants for a long 
period of years. It is the policy of the 
society to encourage this class of business, 

®which we feel is by no means yet exhausted. 


Meanwhile, the valuation of second-hand 
houses is far from an easy matter. Current 
market prices are still very appreciably above 
replacement costs, although present-day 
building costs continue to rise. Nevertheless, 
the scarcity element in the prevailing prices 
of second-hand houses is a factor which we 
should like to see minimised as far as 
practicable. The most ready solution to this 
problem would be a revision of the Govern- 
ment’s allocation of the proportion of current 
house building which it permits for in- 
dividual home ownership. This ratio is still 
no more than one in five, notwithstanding the 
fact that some one and a quarter million 
families have been rehoused since the end 


of the war. A more liberal policy in this 
matter would accord with social justice and 
the needs of the economic situation. 


Those who bought their homes before the 
war must today realise how they profited 
thereby, in view of the value of the capital 
asset which they possess. Moreover, the 
possession of one’s own home tends to be a 
valuable safeguard in a period of inflation, 
since houses are broadly responsive to the 
price level and help to preserve the purchas- 
ing power of the savings invested in them. 


The magnitude of our mortgage advances 
in 1950 has been possible only because of the 
support which we have received from the 
investing public throughout the year. As a 
result, new share subscriptions and additions 
to deposits amounted to £28 million, which 
is a remarkable figure and an impressive 
demonstration of the confidence with which 
the society is regarded by the nation’s savers. 


AN EMBODIMENT OF STRENGTH 


Turning to the balance-sheet as a whole, 
it stands forth as the embodiment of 
strength. Our liquid securities, which con- 
sisted of trustee investments and cash at 
bank and in hand, amounted to no less than 
£16,700,000, thus representing an increase 
in the degree of liquidity as compared with 
last year. On the other hand, our reserves 
and carry-forward totalled over £6,600,000, 
and altogether we have a balance sheet which, 
bearing in mind the prudence which underlies 
our policy, signifies the great financial 
strength of the society. 


Returning to the society’s affairs for a 
moment, a year of such activity has made 
very heavy demands upon all who serve the 
society, in which connection I would like to 
mention especially the outstanding contri- 
butions of the deputy chairman, Mr Stanley 
C. Ramsey, and the managing director, Mr 
R. Bruce Wycherley. As the society’s chief 
executive officer, Mr. Wycherley has had a 
year of exacting responsibility. The services 
of the general managers and secretary during 
this period have likewise been most valuable. 
Our staff, both at head office and at our 
many branches spread throughout the coun- 
try, have accepted their additional burdens 
cheerfully and given willing service. 


The society faces 1951 with confidence. 
We shall bring to all our problems a deep 
sense of stewardship, realising that we are 
accountable to our investors and depositors 
for the safety of their savings and to would- 
be borrowers for the best service we can 
offer. We shall pursue every course of 
action which seems best in. the interests of 
prudence, and here let me emphasise that 
at no time and in no circumstances do we 
aim at expansion simply for expansion’s sake. 


The managing director concluded by 
moving the adoption of the report and 
accounts. 


MR STANLEY C, RAMSEY’S REMARKS 


Mr Stanley C. Ramsey, F.R.LB.A., in 
seconding the adoption of the report and 
accounts, said: The figures in the present 


balance sheet, so lucidly dealt with by our 
chairman, do not disclose any dramatic 
changes over those of the preceding year. 
They do, however, represent the considered 
and cautious policy of your board: a policy 
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of caution determined to a grea 

ee t exten 
the uncertainties of the country’s comeliae 
position, which have, unfortunately Dersistad 
$0 long. 73 stag 


The year’s work, set out in s ahers... 
form, is one of which the board, the ly 
ment, the staff, and the members of =. 
society have every reason to be proud Ai 
have contributed to the success recorded in 
these revealing figures. 2 


The present Government has made , 
strenuous attempt to provide homes for tho\- 
who require to rent, and if their efforts had 
not stopped there they would have mera! 
a higher degree of praise. The meas 
allocation of licences for the building 9 
houses for those who prefer ownership ii; 
imposed on this section of the community 
a great deal of unnecessary hardship. Th» 
failure of the Government in this respect hi; 
meant that the activities of building societic; 
have been narrowed, with the result thar the; 
are much more concerned in the changin, 
ownership of existing houses instead > 
helping, as they would prefer, large number; 
towards the ownership of new houses. 


HOUSING COSTS: OFFICIALDOM’'S ATTITUDE 


Had the policy which directs our housinz 
effcrts been more widely based there would, 
in my opinion, have been a substantia 
decline in building costs. One of the officii 
excuses is that the prices of houses built by 
the private builder show no worthwhile 
saving over those built by the local authori- 
ties under Government direction. 


But in order to effect large-scale economic; 
there must be large-scale enterprise. The 
narrow scope allowed the private house. 
builder has not been sufficient for him 1 
plan effective operations. Surely a wise pro- 
gramme would have allowed for some expeti- 
ments of a sufficient magnitude to test the 
results. If, as I confidently believe, such 
permitted enterprise had shown a substin- 
tial saving in cost, then the prices of loci! 
authority houses would have fallen 
sympathy. 

The report and accounts were adopted 


The society’s auditors, Mr Harold Lak: 
man, F.C.A., Lieutenant-Colonel W. C 
Smith, D.S.O., M.C., F.C.A., and Mr R. T 
Walters, T.D., M.A., F.C.A., were re-elected 
Mr William Cash, M.A., F.C.A., Mr Arthur 
Collins, F.S.A.A., and the Right Hon. su 
Geoffrey Shakespeare, Bt., M.A., LL.B., were 
duly re-elected to the board. 


MR BRUCE WYCHERLEY’S REMARKS 


Mr R. Bruce Wycherley, M.C., F.C.LS, 
managing director of the society, said:—It 
my special privilege to emphasise the dey 
which we owe to our staff for the excellen 
results that have been laid before you tod} 
They have loyally supported me throughou 
the year. The society is extremely fortum: 
to be served by a team with such an our 
standing record. I believe public apprea» 
tion is sufficiently reflected in the figur-s 
embodied in the accounts. 


In our new situation with the emphasis % 
the defence programme, the business of peed 
ing the nation’s housing needs will no cou! 
suffer. We cannot but deplore this fact, 
while recognising the necessity for 
measures which bring it about. 

As and when our defence requirements 
have been substantially met, I hope we shall 

ive the highest possible priority to housing 

re are few a more fundamental 0 
civilised living. We must then enter poe 
a real crusade that will provide new home) 
for those who prefer to own, with additional 
accommodation for letting for those whe 
require to rent. We must above all things 
seek a balanced housing supply and ! ae 
no doubt that the building societies, no! es 
among them the Abbey National, will the 
be ready to help in every way possible. 
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MANCHESTER OL REFINERY LIMITED 


ANOTHER YEAR OF PROGRESS 
RISING DEMANDS SHOULD ASSURE CONTINUOUS MARKET 
MR H. STUART EBBEN ON THE EXPANSION PROGRAMME 


The third annual ordinary general meeting 
of Manchester Oil Refinery Limited will be 
held on March 30th at the registered office 
of the company, 170 Piccadilly, London, W. 

The following is the statement by Mr H. 
Stuart Ebben, O.B.E., the chairman, which 
was circulated with the report and accounts : 

Members who have studied the financial 
statements in the report will, I think, agree 
that the year 1950 was a not unsuccessful one 
for the company: this is apparent from the 
comparative figures inserted in the accounts 
which for the first time are strictly com- 
parable. The period under review is the 
second full year of independent operation 
after the termination of the rental agreement 
with the Petroleum Board. 

In view of the increase in the number of 
ordinary stockholders during 1950, members 
will be tolerant if they find repetition in 
some of the following remarks, but I feel 
they may be helpful to the new stockholders. 

We have again made considerable progress 
at the refinery and further consolidated our 
position. The tonnage of crude treated dur- 
ing 1949 increased by some 46 per cent. over 
the figure for 1948, and during 1950 rose 
by a further 23 per cent. over 1949. This 
development is due to the modifications 
effected and additional tankage installed 
during the year, and also reflects the state 
of efficiency in which the plant has been 
maintained. 


PROPOSED NEW ORDINARY ISSUE 


In order to enable us to carry out a pro- 
gramme which we have formulated to increase 
sull further the throughput of the plant and 
the range of our products, it is proposed to 
issue part of the new ordinary capital of 
£175,000 created by a resolution passed at 
a recent extraordinary general meeting. The 
remainder will be available for the general 
purposes of the company in the future. I 
hope that arrangements will be sufficiently 
far advanced for me to be able to tell you 
the amount to be issued, and the terms, at 
the forthcoming annual general meeting. 

Turning to the accounts, the profits on 
trading have risen from £265,319 in 1949 to 
£514,453 during the past year. 

It will be noted from the consolidated 
profit and loss accounts for both 1949 and 
1950 that certain non-recurring profits which 
cannot be ascertained are included. It is 
our practice where possible to cover our 
future foreien exchange commitments and, at 
the time of devaluation, dollars had there- 
fore been purchased in respect of future 
contracts for feed-stock to the extent that 
we were permitted by the authorities. The 
resulting profits fell partly into 1949 and 
partly into the early months of 1950. As 
“Ose an approximation as can be made indi- 
cates that the figure included in this year’s 
Profits is of the order of £35,000. 

Prins consolidated profit and loss account 
“ows an amount of £147,201 available to the 
parent company for reserves, appropriations 
and distribution after providing for taxation 
m respect of the year’s profits. Of this 
aunt it is proposed to apply £4,668 
fla reducing the goodwill item to 
000 and £20.000 in eliminating the 

‘m other intangible assets.” The prefer- 
pes Stock dividend for the year required a 
; amount of £9,831. An interim dividend 


Per cent., less tax, was paid last Sep- 
‘ember and a final dividend of 10 per cent. 
woth umended by your board, making a 
} — distribution for the year of 20 per cent., 
hb It is further proposed to increase 
we Tese:ve for future taxation by a sum of 


£65,000. If these appropriations are 
approved, there will remain to be carried 
forward in the parent company’s balance 
sheet £26,059. 


SUBSTANTIAL TAXATION PROVISIONS 


Members may be surprised at the very 
substantial provisions for taxation. In respect 
of the year’s profits a net amount of £197,637 
has been provided, and, in addition, there 
is the proposed transfer of £65,000 to reserve 
for future taxation. This is the third annual 
report of this company, which, you will recall, 
was formed to take over the assets and liabili- 
ties of its predecessor. In view of the basis 
of assessment of income tax on company 
profits it is now the generally adopted practice 
to make reserves for future taxation so as to 
have at all times sufficient to cover the 
eventuality of a sharp fall in earnings. This 
means that in the first years of a company’s 
activities the provisions for tax make an un- 
duly large inroad into its profits. On this 
occasion we have, out of 12 months’ net 
revenue, provided for more than a year’s tax, 
and have brought the reserve for future taxa- 
tion up to the full amount of the estimated 
1951-52 income tax hability. 

The consolidated balance sheet shows that 
after providing £98,133 for depreciation (as 
compared with £72,325 for the previous year) 
fixed assets increased by a net amount of 
£15,173. The actwal capital expenditure dur- 
ing the year totalled more than £110,000. 
Current assets at {1,494,326 show an increase 
of £400,202 and reflect the higher price 
structure and the increased turnover. Part 
of the increase in the volume of our oil stocks 
as at the date of the accounts is due to the 
arrival of a cargo of crude oil just before the 
end of the financial year; the carrying of 
larger stocks has been made possible by the 
installation of additional tankage referred to 
previously. This is essential in order to give 
the best possible service to consumers, and to 
have a reserve against delays in shipments 
of crude. 

The liabilities side of the balance sheet 
calls for no particular comment. It will, how- 
ever, be observed that the loan of £250,000 
which we have from one of our bankers is 
more than covered by the total amount of 
balances at bankers and cash in hand. 
Interest is only payable on the day-to-day 
net debit balance at the bank concerned, and 
you will note that the amount paid in bank 
interest during the year was £954 as com- 
pared with £2,952 in the previous year. — 

Considerable progress has been made in 
overtaking deferred maintenance, £18,495 
having been spent on this item during the 

ear. 

3 The devaluation of sterling and the com- 
mencement of hostilities in the Far East have 
resulted in certain increases in selling prices 
during the year, but these circumstances have 
not materially affected refinery margins or 
selling conditions. Prices of most products 
remained based upon American quotations 
adjusted to include freight differentials ; 
prices, therefore, kept substantially in line 
with the sharp rise in freights. 


CONSISTENTLY STRONG MARKET 


The market for all grades of oils has been 
consistently strong. The rising demand is 
illustrated by the fact that European coun- 
tries consumed in 1949-50 about J7 per cent. 
more than in 1948-49. The increased con- 
sumption of fuels and industrial lubricating 
oils is a direct consequence of the drive for 
greater mechanisation in all branches of 
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industry and agriculture. More particularly, 
the expansion of electrical installations to 
meet rising power requirements demands a 
constantly increasing supply of transformer 
oil, one of the main products of the refinery. 

In the latter half of 1950 the requirements 
of the defence programme have aggravated 
the short supply situation already created by 
the rapid development of normal industrial 
demand. To meet this it has been necessary 
to curtail export business from the United 
Kingdom. 

During the past year considerable progress 
has been made in the manufacture and sale 
of special oils. Our company has played a 
leading part in the development of cutting 
oils used in the machining of alloys for jet 
engines, gas turbines and other aircraft 
engines, and also in the production of textile 
oils. Progress has also been made in the 
chemical products division. 

The export and merchant business con- 
ducted by our wholly owned subsidiary. 
Raven Oil Company, Limited, has continued 
to expand throughout the year 
activities are now widespread. 

A successful ancillary operation has been 
the advancement of the business of Flexibox 
Limited. This company manufactures and 
markets mechanical seals used mainly in 
pumps and compressors. Developed in war- 
time owing to a lack of suitable equipment, 
it has now fully established itself on a peace- 
time basis, and Flexibox seals are being used 
by a number of leading oil refining end 
refrigeration companies in this country and 
oversea. 


and its 


MAINTENANCE OF PRODUCTION LEVEL 


We believe that the rising demand for al! 
types of fuels and lubricating oils assures a 
continuous market for the company’s total 
capacity. It is our aim to maintain the highest 
level of production consistent with plant 
efficiency, to develop the market for special 
products now included in the company’s pro- 
gramme, and to continue our research and 
development work so as to keep pace with 
the changing needs of mechanised industry. 

It is early in the year to make any com- 
ments on current trading, but I am glad to 
say that results to date are satisfactory. It 
is my hope that this progress will be main- 
tained, but in a period of inflation and un- 
certainty I have to remind you that every 
industrial enterprise is faced with many 
additional problems. 

At this stage of the company’s development, 
I should like, on behalf of the board, to 
place on record our sincere appreciation of 
the work and foresight of our two managing 
directors, as a result of which the present 
position has been attained and also of the 
efforts of the gencral manager and the other 
emplovees, all of whom have given devoted 
service to the group. 





THE SCOTTISH 
PROVIDENT INSTITUTION 


MUTUAL LIFE ASSURANCE 
NEW BUSINESS EXPANSION 


In presenting the report and accounts to 
the 113th annual general meeting, held in 
Edinburgh on March 6, 1951, the chairman, 
Mr R. Y. Weir, O.B.E., drew attention to the 
considerable expansion in the new business. 
The net new ordinary sums assured were 
more than three-quarters of a million greater 
than those for 1949, which was itself a record 
year. The corresponding new premium 
income showed an even larger proportionate 
increase. The interest income, too, had risen 
and represented an improved yield of 
£4 9s, 10d. per cent. gross, or £3 8s. 5d. per 
cent. net after deduction of income tax, calcu- 
lated upon the total funds, including the 
general resetve fund. 
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A slight increase in claims was only natural 
owing to the steady growth of the business. 
It was gratifying to note, however, that the 
amount paid on surrenders of policies had 
fallen, indicating that the worth of the 
Institution’s policies was well appreciated and 
that every effort was being made by mem- 
bers to maintain them in force, even where 
rising prices caused a general financial 
stringency. 


WELL DISTRIBUTED ASSETS 


As a result of the year’s operations, the 
total funds had increased by over £800,000 
to £28,604,456. A sound investment policy 
had resulted in the assets being well distri- 
buted, and the margin between the bock value 
and market value of all investments was in 
the aggregate greater than the figure a year 
ago. 

It was important, especially at the present 
time, that every effort should be made to 
encourage all forms of saving, and life 


_ assurance was of increasing importance to this 


end. The continuous development of life 
assurance to meet popular demand had re- 
sulted in emphasis being laid today on the 
provision of income rather than capital. The 
advantages of a policy which was basically 
an endowment assurance with the sum 
assured payable by instalments, should not 
be overlooked. By adding to this basic con- 
tract various supplementary benefits, the 
Institution produced some most attractive 
contracts. The emphasis on income was also 
evident in the amount cf pension scheme 
business which had been transacted. The 
Institution had specialised in this class of 
contract, and much of the new business had 
come from this source. 
The report and accounts were adopted. 


ALDERS (TAMWORTH) 
LIMITED 


OUTPUT SUBSTANTIALLY INCREASED 


The fifteenth annual general meeting of 
Alders (Tamworth) Limited, was held on 
March 2nd in London. 

Mr E. B. Montesole, J.P., the chairman, 
who presided, said, inter alia: Since last 
April the wood-pulp market has been in a 
chaotic state, and apart from its high cost, 
in common with all other raw materials to- 
day, wood-pulp is in short supply. So far as 
waste paper and home-produced materials are 
concerned, we are still getting reasonable 
quantities, though here again prices have 
risen, and are still rising, and shortages in 
some directions are frequent. In this con- 
nection I would like to stress the importance 
of the new salvage drive now being instituted 
by the Waste Paper Recovery Association. 
More waste means more paper and more 
exports. 

As you are aware, the company has always 
specialised in papers made largely from home- 
produced ingredients, including straw, and 
this latter material has proved of great benefit 
in maintaining output of certain qualities inti- 
mately associated with rearmament and export 
packing. 

The accounts show trading profits of 
£85,110, which, after making provision for all 
expenses and taxation, leaves a net profit of 
£34,380, compared with £19,354 a year ago. 

Your directors propose appropriations as 
set out in the report, including the main- 
tenance of the ordinary share dividend at 30 
per cent. for the year by a final distribution 
of 20 per cent., the placing to general reserve 
the sum of £10,000 and leaving to be carried 
forward the somewhat increased sum of 
£9,733. 

The dividend paid after taxation on the 
actual capital employed in the business, as 
shown in the balance sheet, is equivalent to 
44 per cent., and if the real value of the 
assets on a replacement basis is taken, the 
return would be appreciably less. 

The report and accounts were adopted. 


BRITISH TYRE AND 
RUBBER COMPANY, 
LIMITED 


SALES EXPANSION 


The twenty-seventh annual general meet- 
ing of the British Tyre and Rubber 
Company, Limited, will be held on March 
28th in London. 

The following is an extract from the 
circulated statement by the chairman, Sir 
Walrond Sinclair, K.B.E.:— 

Following devaluation of sterling, there 
has been a steady expansion in the volume 
of the group’s domestic and export sales, and 
on the other hand, there have been constant 
—and in some cases phenomenal—increases 
in the costs of all raw materials. The latter 
applies most forcibly, of course, to rubber 
and, cotton, our principal raw commodities. 
In consequence we have been compelled, in 
common with the rubber industry generally, 
to raise the selling prices of our products, 
and this, coupled with the increased volume, 
has resulted in a substantial increase in our 
sales in terms of money. 


INCREASED GROUP PROFIT 


The group profit of the year, after expenses 
but before taxation, has increased from 
£883,239 to £1,251,887. This is still some 
£200,000 short of the corresponding figure 
for 1948, but your directors regard it as very 
satisfactory in the circumstances prevailing 
during the period concerned. 

It is proposed to pay a final dividend of 
20 per cent., making 25 per cent. for the 
year. Your directors consider that in view 
of the increased level of wages and salaries, 
and in the light of present dav conditions, 
this is only a fair and reasonable return to the 
shareholders having regard to the capital 
actually invested in their business and the 
scale of our trading operations. 

Despite the apparent strength of the group’s 
resources, however, it is clearly my duty to 
warn you that our industry is now, through 
the still steeper increases that have arisen 
since the close of the accounts, facing raw 
material costs drastically above those known 
for very many years, and there is at present 
no indication that the peak has been reached. 
In addition, the prices of all kinds of plant 
and machinery are at a very high level and 
are still rising. Labour costs are also moving 
upwards, a substantial wage increase having, 
in fact, come into effect last November. 
Accordingly, there is every indication that 
the group’s liquid resources are by no means 
in excess of the requirements of its business 
in the immediate future, and, indeed, 
additional working capital will be essential 
if progress is to be unhampered. 


THE CURRENT YEAR 


There is little need for me to comment 
on the future outlook, although the first four 
months of the new trading year show a 
steady increase in the volume and value of 
our sales by comparison with the previous 
year. All these factors, however, are over- 
shadowed by the present international situa- 
tion and its eventual development and effects. 
The immediate future of our industry and 
business will be influenced primarily by the 
Government’s defence and _ re-armament 
programme, and the incidence of this on the 
availability of labour and raw materials, some 
of which vital to our industry, are already 
in short supply. On the other hand, your 
group’s reputation for quality and service 
stands high, and its products are of essential 
importance to the national economy and to 
industry in general. I am confident, accord- 
ingly, that whatever the future may hold, your 
company and its subsidiaries will be able to 
give a good account of themselves. 
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MILLS AND ROCK 
LIMITED “ 


The ‘twenty-second annual general mee 
ing of Mills and Rockleys Limited, was heii 
on March 8th at Nottingham, Mr George T 
Mills, chairman and Managing § director. 
presiding. se 

The following is an extract from his state. 
ment circulated with the report 
accounts ; 

The trading profit for the year ende 


October 31, 1950, amounts to £134,054 “a 
increase of £10,552 before provision for tax 
After deduction of tax the net profit i, 
£55,857, an increase of £2,520. The direc- 
tors recommend a dividend of 10 per cen: 
(one shilling per share), less income tax. th: 
rate that was paid last year, and a transfer 
of £20,000 to general reserve, raising this 
to £165,000, and £5,000 to tax equalisation 
reserve. 

_ They have decided to take powers to 
increase the authorised capital by £250,000 
in 6} per cent. cumulative prcference shares 
of £1 each and to issue 42,409 of these 4; 
a bonus issue at once to existing share- 
holders in the proportion of one such share 
to 25 ordinary shares of 10s. each. 


ADVERTISEMENT REGULATIONS 

_ A year ago, when I referred to the Adver- 
tisement Regulations under the Town and 
Country Planning Act, I told you that we 
had not been dissatisfied with the way in 
which they had worked over the eighteen 
months preceding our meeting.  Unfor- 
tunately a complete change has since 
occurred and the present position is dis- 
quieting. 

Under the Regulations the Local Town 
Planning Authority has a discretion to accept 
or reject applications for consent to use new 
advertising sites. In the event of rejection, 
the applicant has a right of appeal to the 
Minister, on whose behalf an inquiry is 
then conducted. 

During the first eighteen months of oper- 
tion under the new regulations the decisions 
given on appeal appeared to be impartial and 
consistent. As a consequence it was becom- 
ing possible to foresee with some certainty 
the type of advertising which the Minister 
was prepared to permit and distinguish it 
from that which he proposed to stop. ‘Ve 
were able, therefore, to review the decisions 
of the local authorities with reasonable cer- 
tainty that their decisions in certain cases 
would be supported by the Minister and ic 
certain other cases would be reversed on 
appeal. 


and 


MINISTERIAL INCONSISTENCY 

The position during last year, however, 
has been radically altered, because the deci- 
sions on appeals to the Minister have ceased 
to have the consistency which they displayed 
during the first eighteen months. I defy 
anyone when examining appeal decisions 
recently given to find in them any thread ot 
consistent policy or any trace of adherence 
to the principles upon which the Minisier 
was understood—even declared—to be 
working. % 

The result is that instead of appeas 
diminishing as practice became established 
and the number of precedents grew, theit 
number must now increase out of all reason, 
for nobody can foretell with any confidence 
the outcome of any particular appe', 
whether it be a borderline case oF whether 
it be at one extreme or the other of the rang® 
between the permissible and the prohibited. 
It would appear therefore that the eden 
tration of appeal ure must be — 
to breaking-point. We are very concer. 
about this matter. since the greater the 
number of appeals the more likely it 's that 
their conduct must be delegated t levels 
where impartiality of decision and — 
tency of policy must be more difficult 
secure 


The report was adopted. 
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LIFE ASSURANCE 
” SOCIETY 


SUBSTANTIAL NEW BUSINESS 
MR W. M. PRYOR’S STATEMENT 


ual general meeting of the Sun 
bie Aseurance Society will be held at 63, 
Threadneedle Sureet, London, E.C.2, on 
Tuesday, April 3, 1951. g 
Mr W. M. Pryor, D.S.O., D.L., chairman 
of the Society, has issued a statement to share- 
holders, which in outline is as follows: 


FUNDS, INCOME AND OUTGO 
The total funds at the close of the year 


under review amounted to £78,202,000, 
having . increased during the year by 
(4,396,000. The Life Assurance Fund in- 


“eased by £4,061,000 to £70,109,000, while 
the life premium income of £9,528,000 is the 
highest recorded by the Society. 
The gross interest income of the Life 
Account amounted to £2,560,000 and repre- 
ents a gross rate of £3 16s. 8d. per cent. 
This is 1s. 4d. higher than that shown in 
1949, which is very satisfactory bearing in 
mind the strain on the yield occasioned by 
the loss of higher yielding investments as 
the result of nationalisation of certain in- 
dustries and of normal repayments. 

The claims by death show an increase, but 
] am pleased to say that the number of such 
daims was again less than the number 
expected. 


NEW BUSINESS 

The life assurance new business for the 
year consisted of 27,849 policies assuring 
£35,300,000. It is pleasing to report that 
this represents the very substantial increase 
of £4,212,000 in sums assured, and I would 
take this opportunity to express the thanks 
of the Directors to insurance brokers and 
other connections for the confidence they 


have demonstrated in the Society by their 
valued support. 


Our experience in the transaction of life 
assurance without medical examination has 
been highly satisfactory, and we are pre- 
pared to grant assurances for amounts up 
to £30,000 at the same rates of premium and 
with the same privileges as those effected 
with medical examination provided, of course, 
that the proposer kas a satisfactory health 
record and is under 50 years of age or, if 
over 50, that the assurance is to terminate 
before the 65th birthday. In the opinion of 
your Directors the valuable benefits of life 
assurance should, so far as practicable, be 
made available to all who require them, and 
as a result of the knowledge gained from a 
long experience the Society is able to grant 
favourable terms to those who are medically 
under average. 


PENSION SCHEMES 


Employers everywhere are appreciating that 
one of the best means of promoting 
harmonious relations in industry is the in- 
auguration of a scheme of life assurance to 
assist employees in making provision for their 
old age and for their dependants in the event 
of earlier death. Employers who have been 
confronted with appeals for assistance on 
compassionate grounds from relations of 
deceased employees will appreciate the 
advantages of a recognised scheme that makes 
provision on a definite basis, thereby avoid- 
ing the necessity for such appeals. The 
Society’s experience in this specialised class 
of business extends over a period of 25 years, 
and our officials are qualified to advise upon 
the many complex problems which arise. 
Whether provision is to be made for a staff 
of many hundreds or half a dozen or even 
a single valued employee, interested employers 
are assured that their needs will receive 
expert attention. 


INVESTMENTS 


The funds are mainly invested in stock 
exchange securities, but a considerable sum is 


575 
represented by loans under our house pur- 
chase scheme, the amount advanced during 
the year being the record sum of £3,600.000. 
The liberal scale of advances available to 
persons desirous of buying houses for their 
own occupation, combined with provision for 
immediate release of the property free from 
mortgage in the event of the death of the 
borrower, no matter how soon after the 
granting of the loan, makes this the ideal 
system of house purchase. 

The activity in new capital issues during 
the year enabled the Society to invest sub- 
stantial sums in well-secured debentures on 
relatively favourable terms. Every oppor- 
tunity is taken to improve the yield on our 
assets by making exchanges of investments 
when suitable alternative securities are avail- 
able, which accounts for the reduction of 
our holdings of British Government securi- 
ties by £650,000 to £23,800,000. 

The market values of fixed interest 
securities as at December 3lst last were 
generally higher than at the close of the 
previous year, resulting in an increase in the 
margin of the market values of our assets 
over the figures at which they stand in the 
balance sheet. 


FORTHCOMING VALUATION 


This is the last year of the quinquennium, 
and a valuation with a view to a declaration 
of bonuses on profit-sharing policies is due 
to be made as at the end of December next. 
The present time is therefore particularly 
opportune for effecting new assurances under 
our popular “ with profit ” tables. 


TRIBUTE TO THE STAFF 


My statement would not be complete 
without expressing to the staff the directors’ 
appreciation of the highly satisfactory results. 
The substantial increase in new business is 
a testimony to the skill and energy of our 
outdoor representatives and to the efficient 
support which they receive from their indoor 
colleagues. 


a STS SN aT 


THE UNIVERSITY OF LEEDS 


NOTICES 


THE EASTERN BANK LIMITED 
The Transfer Books and Register of Members will be CLOSED 
from March 27ih to April 10, 1951, both days inclusive. 
By Order of the Board, 
on¢ Cc, L. MANNING, Secretary. 
_#& 3, Closby Square, London, E.C.3. March 7, 1951. 


VACATION COURSE ON WOOL 
International Woel Secretariat 


Tuesday, March 27th, te mid-day, Saturday, March 31st, 1951, at 
oe if , Technical College for the Distributive Trades, Londen, 


2 non-residential day course arranged by the Department of Educa- 
uaa o6 (he International Wool Secretariat mainly for men and women 
‘fachers uf history, geography, economics, commerce, arts and crafts, 
seme apa domestic science in Primary and Secondary Schools, 
cechnical Schools, Schoots of Arts and Crafts, Teachers’ Training 
vlleges, etc. A limited number of places will be reserved for other 
interested persons 
Lectures, supported by films and filmstrips, will be given on: 

Wool Growing 

Woo] Marketing 

Weellee ane Worsted ee asare 

story a Gevgrap 
Cloth Construction ar Judgment 


Science = the Wool Fibre—including recent technical develop- 
ments 


Development eof Fashions in Woel 


, here wi.l also be simple laboratory work and demonstrations of 
and-spirning, hand-toom weaving, ete. 


A certificate will be awarded to students who complete the course 


satisfactorily, 
Fee 10s. 6d. 


For further details and forms of application apply to: 
} > pply to: P. A. Wells, 
a. M.Se., F.Inst.P., Director ar Eiecarton International Wool 
neeretariat, Dorland House, 18-20, Regent Street, London, S.W.1. 


Tt Lconomists’ Bookshop, 11-12, Clements Inn Passage, London, 
and eee invites you to submit lists of books on Economics, History 
‘lal Sciences, you may wish to sell (periodicals excluded). 
Yous G Woman Graduate (Economics) required as assistant to 
large ao omist in market research and statistical sales department of 
Five deta acturing company in North London. aegprents should 
* Sclails of age, education and experience.—Box 599. 


[EgRMATION Bulletins, Journals of Societies or Institutions: 
Moderate” ocsiem, layout and finalisation of text for printer. 


‘dustria} bodies. fae aa from embassies, literary, social end 





DEPARTMENT OF ECONOMICS AND COMMERCE 


Applications are invited for appointment as Research Assistant at 
a salary of £450 a year. Candidates should have had training in both 
Economics and Statistics and will be required to undertake research 
upon the Wool Trade. 

Applications should reach the Registrar, The University, Leeds 2 
(from whom further particulars may be obtained), not later than 
April! 16, 1951. 


‘NATIONAL COAL BOARD 


Applications are invitec’ for the post of Head of the Intelligence 
Section of Production Department at London Headquarters, 

The Section is responsible for the interpretation of statistical 
material, for advising the Department on statistical requirements, 
for the examination of trends and for the preparation of periodic 
reports en output, productivity, etc. 

Experience in the analysis, interpretation and ———- of 
statistics (preferably of production, productivity and manpower) is 
essential. 

Commencing salary wi'l be either on the seale £850 to £1,200 (male) 
per an.ium, or £750 to £950 (male) per annum, according to the 
qualifications and experience of the selected candidate. London 
Location Allowance is payable in addition. 

Apply, in writing, giving full particulars (in chronological order) 
of age. education, qualifications and experience (with dates) to 
National Coal Board, Establishments (Personnel), Hobart House, 
Giosvencr Place, London, S.W.1, marking envelope TT/298. Original 
testimoniais should NOT be forwarded. Closing date March 27, 1951. 








OW often have you wished you had a simple means of keeping all 
you dcmestic papers, letters, documents, receipts, ete., in 
orderly form out of sight, vet always instantly available for imme- 
diate reference? The new Automatic Secretary for the Home is the 
ideal device, simple, compact, durable, inexpensivegsit is also an 
automatic reminder. Send P.C. for descriptive leaflet AS,28, to Shaw 
Publishing Co, Ltd., 180, Fleet Street, London, E.C.4. 





Ra COLLEGE, Oxford, proposes to elect a Junior Research 
Fellov. in History or Politics or Psychology as from September 29, 
1951, and invites econ, to be received not later than April 30, 
1951. The choice of the College will not necessarily be confined to 
those who apply. Details may be obtained from the College Secretary. 


WANTED. Secretary with University education, bi-lingual, able 
to translate English into French and vice versa; also typing 
and shorthand. Most interesting work for suitable candidate. lary 
£500 per annum.—Apply Box 594, ee ee 
NOR SALE.—Economist, Dec. 7, 1946, to Jan. 28, 1950. Supplement 
from Jan. 4, 1947, to May 28, 1949. Offers.—Box 595. 
YOR SALE.—Economists, 1946 (two missing), 1947 (three missing), 
1948 and 1949 complete, 1950 (two missing).—Offers to Box 588. 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 

















(Uneorporated in the Hong Kong) 
The Liability of Members is lienited to the extant CaS bes by Ordinance No. 
of 1929 of the Colony 
CAPITAL ISSUED AND FULLY PAID UP . . - - $20,000,006 
RESERVE FUNDS STERLING -_ - oy oe ~  £6,000,000 
RESERVE LIABILITY OF MEMBERS. a : . ~ - $20,000,000 


Head Office: HONG KONG 
CHAIRMAN AND CHIEF MANAGER: HON. SIR ARTHUR MORS’, C.B.E 
London Office : Gracechurch Street, E.C.3, 

London Managers: 3. A. Gray, M.C., A. M. Duncan Wallace, BH, A, Mabcy, 0.B.E. 


BRANCHES 
BURMA CHINA (Con, INDIA MALAYA (Con) NORTA 
Rangoon Shanghai Bombay Kuala Lumpw BORNEO ‘Con.) 
CEYLON Swatow Malacea Sandakan 
Oolomabo Tientan INDO-OCHINA Muar Tawau 
OHINA Tsingtao Haiphong Penang PHILIPPINES 
*Amoy DJAWA (JAVA) Saigon Hloilo 
*Canton Djakarta JAPAN — Maniis 
*Chefoo Surabaja Kobe Road) SIAM 
*Dairen EUROPE Tokyo Patani Bangkok 
*Foochow Hamburz Yokohama T Anson UNITED 
*Hankow — MALAYA NORTH KINGDOY 
*Harbin HONG KONG Cameron BORNEO Londoo 
*Moukden Hong Kong Highland: Brunei Town U.S.A. 
*Nanking Kowloon I Jesselton New York 
Peking Mongkok Jobore Bahru Kuala Belalt San Francise: 








presen’ operating. 
BANKING BUSINESS OF EVERY KINO TRANSACTED 
A comprehensive service as Trustees and Executors is also undertaken by the Bank's Trus‘ee 


Companies in 
HONG KONG LONDON SINGAPORE 











ASSURANCE COMPANY LIMITED 


CHIEF OFFICE 
OXFORD STREET MANCHESTER | 


THE REFUGE 
WILL SAFEGUARD THE FUTURE 








THE NATIONAL BANK OF INDIA LIMITED 


NOTICE IS HEREBY GIVEN that the Annual General Meeting of 
the Shareholders will be held in the Bank’s premises at 24, Bishops- 
gate, London, E.C.2, on Tuesday, April 3rd, at twelve o'clock noon 
precisely, to receive the Accounts to December 3ist last with the 
relative reports by the Directors and the Auditors; to elect Directors; 
to fix the remuneration of the Auditors; and to transact all such 
other business as can be transacted at an Annual General Meeting of 
the Company, E 

In connection with the election of Directors special notice has been 
received by the Company pursuant to the provisions of Sections 142 
and 185(5) of the Companies Act, 1948, of the intention to move at 
the above Meeting a Resolution for the re-election as a Director of 
the Company of Mr. R. L. Hird, who attained the age of 70 years on 
January 30, 1947. Mr Hird retires by rotation and offers himself 


for re-election, 
By Order of the wes 


. KERR, London Manager. 
- The National Bank of India Limited, 
26, Bishopsgate, London, E.C.2. March 6, 1951. 


INCORPORATED ACCOUNTANTS 


THE SOCIETY OF INCORPORATED ACCOUNTANTS AND 
AUDITORS’ EXAMINATIONS 


Examinations, May, 1951 


‘a The Society's May, 1951, Examinations will be held on the following 
ates: 
Final: May 1, 2 and 3, 1951 
Intermediate: May 2 and 3, 1951 
Preliminary: May 1 and 2, 1951 
The centres will be Belfast, Birmingham, Cardiff, Dublin, Glasgow, 
Leeds, Liverpool, London, Manchester and Newcastle-upon-Tyne. 
Applications, on the appropriate forms, which can be obtained 
from local Hon, Secretaries of District Societies, must be lodged with 
the Secretary, Incorporated Accountants’ Hall, Temple Place, Victoria 
Embankment, W.C.2, not later than Monday, March 19, 1951. 








N° Capital Depreciation and a return of 23 per cent. (income tax 


paige by the Society) are the terms offered for Share Investments 
by the 73-year-old Chelsea and Walham Green Building, Rociety. Write 
for Leaflet F to 110-112, Kings Road, Chelsea, 8.W.3. 


HE CHARTERED INSTITUTE OF SECRETARIES.—Directors 
requiring the services of CHARTERED SECRETARIES to fill 
secretarial and similar executive posts are invited to communicate 
wih we Gestetary of the Institute, 16, George Street, Mansion 
ouse, 4, 


Biggest Land and Cattle Sale 
in South African History 


On 29th March, 25th & 26th April and during May, 1951, the 
following will be sold by public auction in Vryburg, South 
Africa. On 29th March, 26 farms totalling 267,647 acres and 
on 25th & 26th April and during May, 12,000 head of cattle 
consisting of Hereford X Afrikander and Aberdeen Angus X 
Afrikander and including 180 pedigree bulls. 


Please write to GRANT ADVERTISING LTD., 
36 Grosvenor Street, London, W.1 


for free illustrated catalogue giving complete details. 
Printed in Great Britain by St. CLeMents Press 








Lrp., Portugal St., Kingsway, London, W.C.2. Published weekly by 


THE ECONOMIST, March 19 193; 










‘imports/E xports: 


Information about |": sv 
Trade References: 
AUSTRALIA © eee | Local Conditions: 
Business Opportunities, 
From over 400 Branches throughout Australia 
information is collated relating to the above and 
many other subjects in the interests of British 


trade. You are invited to make use of this 
informatory service. 


The English, Scottish & Australian Bank, Limited 
5, Gracechurch Street, London, E.C.3. 


B. W. BLYDENSTEIN & CO 


Established 1858 








BANKERS 





We specialise in all financial transactions with 
The Netherlands 
54, 55 & .56, Threadneedle Street, London, £.C.2 


netstat 


UNIVERSITY OF GLASGOW 
DEPARTMENT OF POLITICAL ECONOMY 
Lectureship in Money, Banking and Economic Fluctuations. 


Applications are invited for a Lectureship In Money, Banking and 
Economic Fluctuations tenable from October 1, 1981, Salary £500 
to £1,100 according to experience and qualifications. F.S.S.U. and 
family allowance benefits, 

Applications (5 copies) should be lodged not later than March 31, 
1951, with the undersigned, from whom further particulars may bs 


obtained. 
ROBT. T. HUTCHESON, Secretary of University Court. 


THE UNIVERSITY OF MANCHESTER 
AMENDED NOTICE 


Applications are invited for the post of LECTURER IN 
ECONOMICS, Salary scale £500 to £1,100 per annum with membership 
of the F.S.S.U. and Children’s Allowance Scheme, _ Initial salary 
according to qualifications and experience. Applications should be 
sent not late: than March 31, 1951, to the Registrar, the University, 
Manchester 13, from whom further particulars and forms of applica- 
tion may be obtained, 

RWICK, ORR & PARTNERS seek additional staff for the 

Accountancy and Administrative Division of their professional 
work as Consulting Specialists in Organisation and Management. 
Applicants must satisfy the following requirements :— 

1, Professional qualification in Accountancy. 

2. Some years’ responsible executive experience in senior industrial 
appointments. 

3. Knowledge and experience of modern techniques of Cost Control. 
— general education and wide interest in contemporary 

airs. 

Successful candidates will be trained as Management Consultants 
at the Company’s own Training Centre.—Applications should be 
addressed in writing to the Companys Offices, at 7, Park Lane, Loa- 
don, W.1, quoting Reference: C/1047. 
enter esneeesiesenane—-eepepsenraeetstere em sniesntsesentpesesesaapl ning iestsiensiesesiatninanienianenieatintheS 

OOKS Bought: Please send lists of any standard or rare books, 

runs of learned journals, for disposal.—W. Heffer & Sons, Ltd. 
Petty Cury, Cambridge. 


FIRE! 
WHERE’S YOUR , 


NU-SWIFT? 


The World's Fastest Fire Extinguishers 
, = for every Fire Risk .. 


Pressure-operated by sealed CO, Charges 
NU-SWIFT LTD. © ELLAND «+ YORKS — 
in Every Ship of the Royal Navy 

























OTHER NOTICES APPEAR ON PAGE 575 
PER, Lt... 
Economist Newsrs 1981. 


at 22, Ryder Street, St. James's, London, 8.W.1. U.S. Representative: 'R. S. Farley, 111, Broadway, New You, Go-bamrter. March 10, 
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